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GOMMITTBB  ON  THE  Po8T-OfFICE  AND  POST-KOADS, 

House  of  Repbesentatives, 

Wednndcey,  March  16, 1910. 

The  committee  met  at  10.40  o'clock  a.  m.,  Hon.  Jolm  W.  Weeks 
(chairman)  presiding. 

The  Chairman.  The  committee  will  be  in  order.  This  meeting  is 
for  the  purpose  of  giving  a  hearing  to  those  who  may  be  interested 
in  Senate  bill  5876,  a  bill  providing  for  a  postal  savings  bank,  and 
incidentally  to  consider  House  bills  1476,  6108,  12309,  14661,  16799, 
and  18159,  all  of  which  have  be«n  introduced  for  the  same  purpose.  . 
A  subcommittee  of  the  Post-OfRce  Committee  gave  a  hearing  to  the 
Postmaster-General  on  this  subject  in  January,  1909,  which  is  in 
print,  and  which  presents  many  of  the  affirmative  arguments  in  favor 
of  the  establishment  of  a  postal  savings  bank.  I  want  to  call  that  to 
the  attention  of  the  committee  and  of  those  who  m&y  be  interested 
in  this  legislation.  Furthermore,  I  want  to  say  to  those  who  are 
going  to  appear  that,  while  the  committee  is  i)repared  to  hear  anyone 
and  everyone  who  has  any  information  on  tnks  subject,  we  hope  <diftt 
arguments  and  statements  will  be  reduced  to  as  nearly  facts  bearing  on 
it  as  possible.  The  conmiittee  has  a  large  amount  of  work  to  do, 
and  we  do  not  want  to  have  you  devote  the  time  to  going  over  the 
same  arguments  made  by  several  individuals  if  it  can  be  avoided.  I 
have  promised  to  ^ive  a  hearing  to  representatives  of  the  American 
Bankers'  Association  first;  to  Professor  Sprague,  of  Harvard  Uni- 
versity, second;  to  representatives  of  the  FarmeM'  Union  third;  and 
to  Mr.  Cowles  fourth. 

Mr.  Teter,  will  you  take  char^  of  the  hearing  as  far  as  it  applies 
to  the  representatives  of  the  American  Bankers'  Association  ? 

STATEMENT  OF  MR.  LITCIUS  TETER,  PRESIDENT  OF  THE  CHI- 
CAGO SAVINGS  BANK  AND  TRUST  COMPANY,  CHICAGO,  III., 
CHAIRMAN  OF  THE  POSTAL  SAVINGS-BASK  COMMITXJBS  OF 
THEAXSEICAJr  BAWKKES'  ASSOGIATIOV. 

Mr.  TmnsB.  Mr.  Oiairman  and  gentlemen  of  the  committ«e,  we 
wish  to  first  of  idl  thank  vou  for  your  courtesy  in  inviting  us  here. 
We  recall  with  a  great  deal  of  pleasure  our  visit  with  you  a  year  ago, 
and  we  are  glad  to  go  further  in  the  consideration  of  this  question, 
which  I  think  we  have  all  given  further  consideration  to  since  we 
last  met. 

At  the  outset  1  think  it  is  only  fair  to  the  American  Bankers'  Asso- 
^ation  for  me  to  make  a  statement  to  you,  most  of  which  I  think  you 
already  hold  as  true,  but  whidh  I  believe  ought  to  be  made  at  this 
point,  and  that  is  in  rtlerenc*  to  the  position  of  the  AmwieMi  Bank- 
ers' Association  on  this  question.    The  iliflihspapers,  which  aJ?e  not 

\  ■  ■      .    :..  ■ 
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always  kind  either  to  you  or  us,  have  seemingly  been  determined  at 
all  times  to  put  us  in  the  wrong  light  on  this  question.  They  have 
said  w  e  have  milHons  of  dollars  at  our  command  to  use  m  hghtmg 
this  let^islatidii,  and  so  fortli,  and  I  want  to  go  on  record  on  behalf 
of  all  of  us  in  stating  that  we  have  spent  nucrlity  little  money— at  no 
time,  I  think,  over  $3,000  a  vear,  whicli  has  been  almost  entirely 
used  in  printing  and  stationery  in  this  connect  ion.  Wlien  our  atten- 
tion was  first  called  to  possible  postal  savin*?s-bank  legislation  by 
Seriate  Document  544  we  immediately  reahzed  that  there  was  a  great 
need  for  an  educational  cami)aign  on  this  question,  and  our  enture 
conduct  in  connection  with  this  matter  has  been  based  on  those  Jmes 

of  educational  activity. 

The  American  Bankers'  Association,  for  years  before  it  became  a 
public  question,  called  tlie  attention  of  the  people  of  this  country  to 
our  unfortunate  currency  situation.  We  have  for  years  put  our- 
selves in  line  with  the  most  progressive  and  the  most  thoughtful  of 
legislation.  This  question  of  currency  now  is  recognized,  and  you 
have  a  most  profound  commission  at  work  on  this  very  great  problem, 
and  it  was  at  the  close  of  our  hearing  last  year,  after  summmg  up  the 
situation,  tliat  we  said  to  you  that  this  question  was  so  great,  so 
vast  in  its  ramifications,  that  that  question  too  should  be  either 
submitted  to  the  Monetary  Commission  or  some  similar  commission, 
to  be  carefully  studied,  that  is  all  we  asked  for;  it  is  all  we  ask  for 
now.  It  has  been  said  that  the  bankers  are  the  only  people  who 
oppose  this  legislation.  That  is  not  true.  But  if  it  were  true,  it 
would  still  remain  that  we  probably  oppose  it  because  we  know 
more  about  it  than  any  other  class  of  people.  It  still  remains  true 
that  if  you  want  carpenter  work  done  you  go  to  a  carpenter;  if  you 
want  medical  treatment,  vou  seek  a  doctor;  and  it  still  remains  true, 
and  will  ever  remain  true,  that  the  bankers  of  the  United  States 
know  more  about  the  financial  affairs  and  the  needs  of  the  people  m 
that  connection  than  any  other  class  of  men. 

Fortunately,  while  the  question  was  not  referred,  possibly  could 
not  have  been  referred,  to  a  special  committee,  the  Monetary  Com- 
mission, in  its  good  time,  offered  its  first  report.  To  show  you  that 
there  was  a  need  for  education  and  a  need  for  delay,  and  a  need  to 
give  the  thing  careful  study,  in  the  Postmaster^neral  s  heannff 
before  you  a  year  a^o,  as  shown  on  page  61,  he  said  that  the  total 
savmgs  deposits  in  the  United  States  were  $3,660,000,000,  practically 
all  of  it  being  in  States  east  of  the  Allegheny  Mountains.  We  told 
you  in  our  hearing  that  that  was  incorrect,  and  filled  our  record  with 
statistics  which  I  will  not  now  repeat,  which  we  had  gotten  from  the 
banking  departments  of  the  several  States  and  from  the  Comptroller 
of  the  Currency.  I  now  hold  in  my  hand  the  first  of  the  documents 
from  the  Monetary  Commissioner  wid  it  shows  that  there  are  1 8,245 
banks  doing  a  savings  business  in  the  United  States,  and  that  their 
total  deposits  in  savings  departments  alone  are  $5,678J35,379.65 
His  statistics  showed  that  there  were  1,415  such  banks.  We  submit 
that  that  at  once  proves  our  point  in  reference  to  the  banking  facdities 
of  the  United  States.  It  shows  conclusively,  in  the  first  place,  that 
'  there  are  infinitely  more  banks  in  number  in  the  United  States  than 
'in  any  other  country  in  the  world— nay,  more,  there  are  more  banks 
in  the  Umted  States  to-day  than  in  lOl  the  rest  of  the  world  put 
together' 


POSTAL  SAVINGS  BAiJK 


5 


The  Chairman.  Do  you  mean  by  that,  that  that  would  be  true  if 
vou  included  as  separate  banks  branches  of  established  banks  1 
"  Mr  Teter.  That  wou\^  be  true  with  that.  I  shall  not  take  your 
time  to-day  to  go  over  these  by  separate  States.  That  is  now  a  niat- 
ter  of  record  in  the  Monetary  Commission's  report,  and  we  can  to-day 
present  no  more  thorough  arguments  of  our  position  in  this  matter 
than  to  refer  you  to  that  document.  I  think  it  is  a  matter  of  some 
gratification  to  us  to  have  that  document  so  thoroughly  show,  in  its 
accurate  way,  the  correctness  of  the  statements  we  have  made  m 
connection  with  this  matter  for  two  years.  , .  ,  ,  x 

There  are  angles  of  the  question,  however,  that  1  would  like  to 
refer  vou  to  briefly  from  men  from  different  parts  of  the  country  who 
can  give  you  the  points  of  view  from  those  sections.  We  have  never 
at  anv  time  contended  that  this  question  ought  to  be  considered  on 
account  of  banks  simply  as  banks.  If  the  banks  are  not  giving  a 
service  or  a  complete  service,  thev  have  no  right  to  ask  that  any 
chancres  be  withheld  on  thek  account;  but  it  is  in  the  position  as  the 
bank"  is  an  agent  of  the  community,  where  it  is  on  one  side  taking 
money  of  one  class  of  people  and  loanmg  it  to  the  other  class,  the 
borrowing  class,  in  that  same  community,  that  we  would  have  to 
consider  these  banks.  Therefore  I  will  hasten  at  once  to  present  Mr 
E  R  Gurney,  who  is  vice-president  of  the  First  National  Bank  of 
Fremont,  Nebr.,  and  who  is  widely  experienced  in  the  banking  con- 
ditions in  the  West,  who  will  speak  to  you  on  the  point  of  the  bank- 
ing conditions  in  the  West  and  the  jjossible  effect  of  the  postal 
swings-bank  legislation,  on  the  growing  and  developing  parts  of 
our  country. 

STATEMENT  OF  MR.  E.  K.  GTOHEY,  VICE-PEESIDENT  OF  THE 
FIRST  NATIONAI  BAHK  OF  FBEMOVT,  MEBB. 

Mr.  Lloyu.  Have  you  any  connection  with  the  Bankers'  Associ- 
ation as  an  officer  ?  •  -i  * 

Mr  Gurney.  Yes,  sir;  I  am  a  member  of  the  executive  councU  of 
the  American  Bankers'  Association ;  yet  I  do  not  presume  to  repre- 
sent that  body  here  to-day,  coming  here  at  the  request  of  Mr.  ieter 
only. 

As  he  has  intimated,  I  live  in  the  West  

Mr.  FiNLEY.  Excuse  me  right  there.  You  come  at  his  request, 
but  you  have  in  mind  the  organization  he  represents? 

Mr.  Gurney.  Yes,  sir;  I  presume  so.  I  merely  did  not  wish  to 
appear  in  a  false  light  as  representing  the  opmion  of  the  executive 
council  of  the  American  Bankers'  Association.  .  . 

Mr.  FiNLEY.  You  do  understand  that  he  had  authority  to  invite 
you  for  the  organization  he  represents ?  rr^      a  . 

Mr.  GuBNEY.  Yes,  sir.   That  is  your  understanding,  Mr.  Ieter  i 

Mr!  Lloyd.  Then  you  speak  for  more  than  yourself,  when  vou 
speak,  do  you  not  ?   1  want  to  understand  you  as  well  as  you  wish  to 

be  understood.  ,  j 

Mr.  Gurney.  I  am  very  willing  to  have  it  so  understood,  if  you 

wish,  that  I  do  speak  in  a'^representative  capacity,  then.  ' 
Mr.  Lloyd.  Wi  do  not  want  any  understandmg  about  it  except  the 

truth. 
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Mr.  FiNLEY.  He  states  he  has  been  invited  by  Mr.  Teter,  who  is  the 
representative  of  an  organization. 

Mr.  Gardner.  I  take  it  that  you  simply  wanted  it  to  go  into  the 
record  that  you  were  not  here  as  a  representative  of  your  associa-' 
tion — ^that  is,  that  you  had  not  credentials  from  them  ? 

Mr.  Gurnet.  Th&t  is  the  idea  exactly,  sir;  that  I  am  not  delegated 
by  the  executive  council,  though  I  am  a  member  of  it,  but  am  here  at ' 
the  invitation  of  Mr.  Teter. 

Mr.  Teter.  Mr.  Chairman,  I  will  make  just  an  explanation.  The 
reason  I  asked  Mr.  Gurney  was  because  I  wanted  to  get  before  this 
committee  the  points  of  view  of  different  parts  of  the  country.  It 
has  so  often  been  said  that  tliere  are  no  banking  facilities  in  the  West, 
and  that  sort  of  thing,  and  I  thought  I  would  bring  to  the  committee 
the  best  trained  men  idong  these  lines  that  I  could  secure.  That  is 
Mr.  Gurnev's  position. 

Mr.  Gurney.  I  have  lived  in  the  West  for  forty  years,  and  during 
a  good  share  of  that  time  I  have  been  doing  business,  and  have  stood 
it  so  long.  When  I  speak  of  the  West,  I  am  referring  now  not  only 
to  Nebraska  but  to  many  of  the  States  that  are  similarly  situated— 
I  might  say  aU  of  tiiem  west  of  the  Mississippi  and  south  of  the  Ohio 
River,  in  that  they  are  agricultural;  the;y  are  S^tes  in  which  agri- 
culture rather  predominates,  and  in  which  there  are  great  natural 
resources  and  wonderful  opportunities,  all  of  which  resources  and 
opportunities  require  capital  in  their  most  perfect  handling. 

1  think  back  twenty-seven  years  ago,  when  I  lived  m  western 
Nebraska,  when  we  did  not  have  money  tenough  to  buy  postage 
stamps,  either  plural  or  singular.  We  were  penniless,  and  in  my 
mind^  there  come  recollections  of  the  great  need  of  money  that  my 
neighbors  have  always  had  to  buy  farms  with,  and  Uve  stock,  and 
fencing,  and  buildings,  and  schoomonses,  and  railroads,  and  every- 
thing. It  has  been  the  universal  thought,  running  back  in  the  past, 
that  we  would  go  east  to  find  money,  for  instance,  for  farm  loans,  and 
for  the  flotation  of  bonds,  and  for  the  discounting  of  paper.  It  has 
been  the  crying  need  that  we  have  always  had  in  the  West  for  capital, 
and  this  need  is  rapidly  bemg  filled;  it  is  being  filled  through  the 
agency  of  the  local  bank  in  the  West. 

I  think  I  need  not  remind  the  committee  that  that  individual  or 
that  commttnity  which  must  go  to  its  neighbors  to  borrow  money  is 
not  in  the  strongest  finanpial  position,  for  the  reason  that  boirowed 
money  is,  at  best,  a  mixed  blessing,  for  that  neighbor  who  lends  him 
may  require  it  back  again,  leaving  the  borrower  in  bad  condition. 
But  we  have  gone  on  through  the  organization  of  these  local  banks, 
fmd  we  have  gone  a  long  way  toward  filling  the  monetary  require- 
ments of  our  people,  and  in  a  most  marvelous  degree.  For  instance, 
in  South  Dakota  there  are  550  banks,  and  they  have  gathered  up 
$75,000,000  of  depofflts,  and  they  have  lent  to  their  own  people,  not 
only  all  of  their  own  capital,  but  of  this  deposit  about  sixty  millions. 
In  North  Dakota  there 'are  570  banks,  and  they  have  $58,000,000 
gathered  up  and  put  to  work.  In  Nebraska  we  have  900  banks,  and 
their  deposits,  which  they  have  gathered  together,  are  one  hundred 
and  eighty-five  nulliona  to-day;  and  in  Kansas  there  are  1,000  banks; 

Minnesota  there  are  1,000  banks;  in  Iowa  there  are  1,400  banks; 
in  lifi^uri  there  are  1,200.  I  do  not  ascribe  to  these  local  banka 
one  particle  of  benevolence  or  one  thought  of  ben^cenee  in  tlKeir 
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omwtions.  Itifly  me  operated  merely  by  selfish  men  w1k>  desire 
Tookts  because  they  can  use  them  profitably,  and  who  lend  money 
Kuse  they  can  k»ii^  it  profitably,  and  who  W  at  hmm  \mm^ 
it  would  be  unsafe  to  trust  it  to  strange.  — . 
The  Chairman.  What  proportional  part  of  ibtm  «W» 

aavinsrs  deposits  ?  ^,  .  '4. 

Mr  Gurney.  Will  you  pardon  me,  ^^Ir.  Chawman,  one  m<«n«>f,i 

and  I  will  speak  of  that  ?  , .  = 

The  ChahmIn.  If  you  prefer,  we  will  not  ask  you  any  ^ueat^Qi^, 

until  vou  have  completed  your  statement. 

Mr.  Gurney.  I  am  wy  glad  to  have  you  ^k  me  questions  at  any 
time  but  I  merely  wanted,  before  yon  asked  me  any  question^  t/O 
can  Vour  attention  to  this  fact,  that  in  ISmam^  or  Kw^sa^^Ji,^ 
Nebraska,  in  anv  one  of  those  three  States,  there  are  »»»3r*!«^ 
as  there  are  in  all  of  New  England,  excepting  eighty.  There  are  im 
banks  in  aU  the  New  England  States  and  1,000  in  either  Minnesota 
a»  KanaM.  In  Iowa  and  Missouri  combined,  having  2,600  banfes, 
them  m  mow  tiban  in  all  New  York,  New  Jersey  Delaware,  Pennj,  . 
sylvania,  Maryland,  and  thfi  Diatfiefc  of  Golumtaa,  haxwg  2,4QC^ 

As  to  your  question,  Mr.  Chairman,  ttiree  w«p  diiP- 

gated  to  prepare  a  paper  to  read  before  a  local  bankwsf  eanmpti^. 
Ikl  "Certificates  of  deposit."    I  think  that  perhaps  it  is  TOt  neeflB- 
aarv  for  me  to  remind  you  that  in  the  West  the  certificate  of  de^iositj 
an  inatrwnent  payable  in  three,  six,  nme,  or  twelve  months,  an<t 
bearing  interest;  takes  the  place  of  the  deposit  of  the  mutual  savmgs 
bank    We  have  in  our  Slate  but  two  or  three  savmgs  banks,  and 
vet  we  have  savings  centers  in  900  banks.   In  the  couiae  of  my  in- 
vestigation I  wrote  letters  to  all  sectiwM  of  em  State,  and  aa  nw||; 
as  I  could  find  out,  Mr.  Chairman— this  is  in  answer  to  your  mqiOT-r-^ 
about  35  per  cent  of  the  deposits  of  our  State  are  represented^ • 
certificates;  that  is,  interest-bearing  certificates,  to  which  1  referw0. 

The  Chaieman.  What  is  the  usual  rate  of  interest  ? 

Mr  GuwmT.  If  you  will  pardon  me  one  moment,  I  will  answer 
that.   I  wanted  to  sav  that  out  of  a  total  of  one  hundred  and  eigity-  • 
five  millions  35  per  cent  would  be  about  sixty  mmm  »  m  ^tM. 

at  interest  on  these  certificates.  -     x      x  Ji.^  «w» 

Now,  as  to  your  question  as  to  the  interest  rate,    i  om^erem  iw 
my  correspondence  something  that  seemed  very  strange  uMmmr 
alous  to  me,  and  that  is  that  these  interest  rates  vary.  .That,  »■ 
itself,  is  not  anomalous,  but  the  anomalous  thing  is  that  the  varia- 
tion of  these  rates  of  interest  did  not  seem  to  affect  the  volume  of 
deposits  very  materiaUy.    I  found  aom»  towns,  two  or  three,  that 
didnot  pay  a  cent  of  interest;  Madison  was  one,  and  IVIinden.  Th^i 
I  found  quite  a  number  of  towns— a  few  that  paid  2  per  oent  «tt|y, 
either  on  six  months  or  twelve  months.    I  found  sometimes  vih&m.. 
one  bank  on  one  side  of  the  street  would  pay  mterest  9^1  MWftlW. 
bank  on  the  other  side  of  the  street  would  pay  no  mterest. 
Mr.  GammiiiR.  You  mean  on  certificates  ?  ^        ,  ,  • 

Mr.  Gurnet.  Yes.  The  banks  that  paid  no  interest  w-ould  issuft 
very  few  certificates,  of  comae.  Then  I  found  that  the  banks  i»  a 
great  majority  of  towns  in  our  Stete  were  p^ng  3..  per^cent  on 
either  six  or  twelvemonths.  Th«n  I  found  aow»  towns  that^pj^ 
foil,  and  five,  and  six,  the  latter  in  cases  wherp  W  99mim*  mcmmm 
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a^oiw  sparsely  settled  oommimities,  and  very  keen  for  money,  woudd 
pay  a,  high  rate  rather  than  to  lose  it. 

Mr.  Fassett.  Do  they  make  any  difference  between  six  months  and 
the  year  ? 

Mr.  GuRNEY.  Quite  frequently;  they  will  pay  5  per  cent  on  six 
months,  and  6  in  that  case  I  speak  of,  where  the  Jbigh  rate  would  be 
1  per  cent  more  for  a  year  than  for  six  months. 

Mr.  Cox.  Is  there  any  minimum  amount  fixed  l^t  the  bank 
will  pay  interest  on  ? 

Mr.  GuRNEY.  I  hardly  think  so. 

Mr.  Cox.  In  your  investigation  did  you  fuid  anything  ? 
Mr.  GuRNEY.  No,  sir;  I  never  found  any  exception.    They  will 
take  $5,  or  $6,  or  $10,  most  any  amount. 
'  Mr.  Uameb.  You  are  speakiiog  of  certLdcates  of  deposit^ 
Mr.  Gurnet.  Yes. 

Mr.  Haiosb.  You  say  you  have  some  savings  banks  in  Nebraska ) 
^'Mr.  GtmNET.  Will  you  allow  me  to  explain  that  a  savings  bank 
in-  Nebraska  is  a  very  restricted  institution  ?   It  can  not  sRow  any- 
ctoe  to  check  on  it.    The  depositor  must  come  in  with  his  book  and 
get  his  money. 

Mr.  Hamer.  Do  you  have  savings  departments  in  your  banks 
generally  in  Nebraska? 

Mr.  GuRNEY.  Yes,  sir.  I  will  answer  the  other  question  in  a 
mom^t.  They  are  very  restricted  in  their  investments,  and  there- 
fore there  are  in  the  whole  State  of  Nebraska  only  five  w  edx  savings 
banks.  • 

.The  Chairman.  Is  not  that  true  anywhere? 

Mr.  GuRNEY.  It  is  commonly  reported  that  in  our  State  a  legis- 
lative committee  tw^enty  years  ago,  in  framing  the  law,  was  very 
unfriendly  to  savings  banks,  and  they  made  the  law  so  onerous  that 
it  has  never  been  used  very  much. 

Mr.  Hamer.  Let  us  go  back  to  this  savings  department.  Do  jmar 
banks  generally  have  a  savings  department  ? 

Itr.  Gurnet.  Yes,  sir.  We  find  that  of  about  230  national  banks 
probably  one-half,  maybe  more,  have  inaugurated  what  they  call 
savings  departments.  They  receive  the  funds  on  savings  terms  and 
invest  them  on  commercial  terms;  that  is,  there  is  no  restriction  on 
their  investment. 

Mr.  Hamer.  What  rate  of  interest  do  they  pay  on  thQse  savings 
deposits) 

•  Mr.  Gurnet.  I  will  say  3  per  cent,  as  far  as  my  invesligatioii  goes. 
Tb»  Chairman.  You  mean  the  average  rate  ? 
Mr.  Gurnet.  Yes,  sur;  it^nay  vary. 

The  Chairman.  Is  that  true  of  all  those  States  you  have  referred  to  ! 

Mr.  Gurney.  I  think  so,  Mr.  Chairman;  I  think  I  substantially 
made  a  correct  statement  as  to  these  other  States.  It  is  true  that 
in  some  States  savings  banks  have  much  more  liberal  charters,  and 
there  are  very  many  of  them.    That  would  be  a  difference.        ^  ! 

Mr,  Hamer.  What  is  the  average  of  deposits  in  these  sai^fflgs 
departments  in  your  different  banks  ? 

Mr.  Gurnet.  They  would  run  small  here. 

Mr.  Hamer.  Small?   As  small  as  a  dollar? 
'  Mr.  Gurney.  Oh,  yes.    The  total  of  these  savings  in  these  savings 
departments  runs  to  $4,600,000,  on  the  latest  retiu:ns,  and  I  do, not 
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Imwig  fehft  proportion  of  each.    But  let  me  explain  that  these  have 
been  newly  instituted  and  probably  would  run  rather  small. 
Mr.  Hamer.  They  ^idU  aec€»>t  deposits  in  any  amount,  will  thfij, 

that  a  depositor  will  take  to  the  counter? 

.  Mr.  Gurney.  Yes,  sir. 
Mr.  Hamer.  Do  you  issue  a  pass  book,  usually  ? 
Mr.  Gurney.  Sure. 

Mr.  Hamer.  And  the  deposits  are  placed  in  the  pass  book  ? 
Mr.  Gurnet.  Yes,  su*. 

.  Mr.  Hiiyicn^  And  of  course  they  can  draw  that  out  under  certain 
restrictions,  certain  rules  provided  by  the  bank  ? 
Mr.  Gurnet.  Yes,  sir;  1  think  those  rules  are  very  easy,  and  the 

restrictions  very  light. 

Mr.  DoDDS.  What  do  you  mean  when  you  say  there  are  no  restric- 
tions in  the  way  of  investing  funds  that  are  placed  in  those  savings 
departments  of  the  national  banks  ? 

Mr.  Gurnet.  Because  the  national  bank  operates  under  the 
national  law,  and  that  law  never  contemplated  investment  of  its 
funds  in  real  estate  securities,  or  anythii^  of  that  kind,  and  there- 
fore the  banker,  complying  with  the  laws  and  the  rulings  af  the 
comptroller,  must  conform  his  loans  to  the  national  law. 

Mr.  Fassett.  You  mean  there  are  no  restrictions  as  to  the  savings 
departments  differing  from  those  that  apply  to  all  your  funds? 

Mr.  Gurney.  No,  sir;  there  can  be  no  difference,  as  yet. 

Mr.  Hamer.  This  savings  plan  is  rather  an  innovation  out  there< 
is  it  not  ? 

Mr.  Gurnet.  I  might  say  it  has  been  promoted  quite  laigeiy  by 
manufacturers  of  pocket  si^  wl^o  have  gone  into  the  various  towns. 
Mr.  Hamer.  And  made  an  arrangement  witii  the  banks  ? 

Mr.  Gurney.  And  they  say,  "Let  us  sell  you  500  of  these  pocket 

safes  and  place  them  with  the  children,  and  get  it  started." 

Mr.  Hamer.  And  they  go  out  and  make  a  canvass  among  the 
people  ? 

Mr.  Gurney.  Yes,  sir;  they  go  out  and  make  a  canvass  among 
the  people,  and  I  understand  rather  successfully,  too. 

Mr.  Hjjcer.  The  reason  why  there  are  no  restrictions  upon  these 
deposits  in  your  banks,  as  to  loan  of  the  same,  is  that  they  are  con- 
sidered by  you  as  any  other  deposit  in  tiie  bank,  except  tiiat  yon 
pay  interest  on  it  ? 

Mr.  Gurney.  That  ^s  it  exactly.  •  . 

Mr.  Hamer.  And  you  loan  this  money  to  a  stock  man  or  a  farmer 
or  a  corporation  just  as  you  would  any  other  funds,  if  you  consider 
the  loan  safe  and  the  interest  rate  satisfactory  ? 

Mr.  Gurnet.  Yes,  sir;  you  have  it  stated  correctly. 

Mr.  Fassett.  Do  you  place  any  restii^oiis  upon  the  freedom  of 
withdrawal  of  these  funck?  Do  you  reserve  to  yourself  on  the- 
certificate  the  right  of  thirty  days'  notice  or  ten  days'  notice,  or  any 
other  restriction  ? 

Mr.  Gurney.  Let  me  say,  first,  that  so  far  as  certificates  are  con-- 
cemed,  they  are  negotiable  instruments,  and  we  could  reserve  no. 
right  of  thirty  days  or  otherwise. 

Mr.  Hamer.  Those  certificatea  are  unial^  due  at  a  date  certain  i  • 
i  Mr.  GuBHET.  Yes,  sir.  .     .  ' 


10 


Mr.  Hamsb.  In  other  woids,  ywa  e«rfeifieatoa«i  li^poait  wiU  nut 

for  six  months  or  a  year?  i 
Mr.  GuRNEY.  Yes,  sir;  but  the  gentleman  asked  me  if  we  put  any 

restriction  like  a  thirty-day  restriction  on  a  certificate. 

Mr.  Fassett.  When  you  issue  these  certificates,  does  the  interest 
begin  to  run  from  the  time  of  the  deposit,  or  does  it  not  begin  to  run 
until  after  three  months  or  six  months? 

Mr.  GuBNBT.  I  never  saw  a  eertUibate  otherwiae  than  that  the 
interest  began  from  its  date. 

!  Mr.  Fassbtt.  Suppose  Uie  deposit  rerajuns  a  shorter  tuns  than 
three  months  or  six  montJis^  does  it  st^  draw  intefest  ? 

Mr.  GuRNEY.  You  understand  that  these  customs  will  VMry. 

Mr.  Fassett.  That  is  what  I  wanted  to  find  out. 

Mr.  GuRNEY.  The  usual  custom  is  to  cash  all  of  these  certificates 
on  demand  at  any  time  before  maturity,  the  holder  forfeiting  the  in- 
terest. 

Mr.  Famstt.  After  what  time  is  there  no  forfeiture  ? 

Mr.  GuBNBY.  Accordkg  to  kiat<»ms;  if  a  certificate  is  draw»— 

Mr.  Fassett.  What  do  you  call  maturity  of  a  certificate  I 

Mr.  GuRNEY.  Supposing  I  issue  you  a  certificate  payable  to  yourself, 
with  interest  at  the  rate  of  3  per  cent,  to  run  three  months.    Then,  if 
you  come  in  at  the  end  of  two  months,  you  would  get  no  interest,  but 
at  the  end  of  three  months  you  would  be  entitled  to  the  interest  that  . 
it  bears. 

.  Mr.  Fassbtt.  What  is  the  usual  custom  in  Nebraska  I 
Mr.  GuBNEY.  I  think  I  have  stated  it. 
Mr.  Fassett.  Three  months  or  six  months? 

.  Mr.  GuRNEY.  I  think  six  months  would  be  more  usual. 

Mr.  Cox.  But  the  depositor  could  get  his  money  any  timet 
Mr.  GuRNEY.  Yes,  sir. 

Mr.  Fassett.  He  gets  his  money  on  demand,  but  he  gets  his  in- 
terest only  in  case  the  certificate  remains  to  maturity  or  longer  ? 
Mr.  GuBNBT.  That  .is  it. 

Mr.  Moon.  Suppose  a  certificate  was  for  tteee  months,  and  they 
did  not  ask  for  the  money  for  four  months,  wouM  they  pay  for  thfr 

month  after  maturity  ? 

Mr.  GuRNEY.  In  our  bank  we  do  not;  we  pay  for  either  three 
months  or  six  months,  but  not  for  four.  ■ 

Mr.  Hamer.  That  depends  on  the  generosity  of  the  banker,  to 

some  extent  ? 

Mr.  GuBNBT.  Yes,  sir  j  and  it  would  be  a  good  deal  of  generosity 
fwr  us  to  pay  for  four  montbs. 
Mr.  Cox.  There  is  usually  a  hmit  of  tamt  after  wldck  there  wiu 

be  no  interest,  is  there  not? 

Mr.  GuRNEY.  Yes,  sir;  that  is  necessary;  otherwise  they  nught 
stay  out  forty  years. 

■  Mr.  FiNLEY.  Your  bank  makes  its  own  rules  in  regard  to  that? 

Mr.  GuRNEY.  Yes,  sir.  . 
•  The  Chairman.  You  have  spoken  generally  of  the  agricultural 
Slates  west  of  the  Mississippi  River.  As  jou  j^oceed,  when  any 
material  difference  in  the  laws  or  the  legulationa  m  any  aoR  of  thoaet 
States  occurs  to  you  I  wish  yon  would  mfiniion  it;  otherviae  we  wm 
assume  you  are  speaking  of  that  whole  cooomumity,  and  BOli  of 
Nebraska  alone. 
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Ml*.  GtJBNBY.  I  will  bear  that  in  mind,  althou^  it  is  not  my  inten- 
tion to  bore  you  too  long  with  any  long-winded  speech. 

Mr.  Fassett.  Chi  the  deposits  you  spoke  of  the  pocket  savings 
Imnk;  do  you  issue  pass  books  to  mdicate  those  deposits,  or  do  you 

issue  a  certificate  ? 

Mr.  GuRNEY.  Never  a  certificate;  it  is  always  pass  books. 

Mr.  Fassett.  Do  you  make  a  distinction  in  the  amount  of  deposits 
you  receive  with  reference  to  the  pass-book  system  and  your  certificate 
system? 

Mr.  GuBNEY.  A  distinction,  how  ?    On  reports  ? 

Mr.  Fambtt.  I*dr  instance,  you  will  not  isaue  a  certificate  tot  a 

dollar?  —  '        '  ^  ^.  ^ 

Mr.  GuRNEY.  I  expect  not.    A  banker  dbdt  not  oMin^y  refuse 

deposits,  but  we  will  say  $5.  '     '     '  '  "      '  ; 

Mr.  Fassett.  You  have  a  certain  practice  that  varies,  but  withm 
genAtil  Umits  I  want  to  get  at;  but  you  will  accept  a  deposit  of  5 
cents,  10  cents,  1  cent,  on  the  pass  book?      -  .  - 

Mr.  GtJ^wrir.  Yes,  sir;  that  is  right. 

Mr.  Fassbtt.  Do  you  make  to^  cfistinction  in  the  interest  you  pay 
to  that  small  depositor  or  the  oertificftte  depoailorl  Andtf  «o,  tefl  us 

what  that  is.   

Mr.  GuRNEY.  I  would  say  that  we  would  make  this  distmction,  m 

our  town — and  perhaps  this  would  be  true  generally— we  would  pay 

you  on  your  balance  for  the  month  of  January,  and  on  your  balance 

for  the  month  of  February. 
Mr.  Fassbtt.  Are  you  speaMng  now  of  the  book  % 
Mr.  GtmNEY.  Yes,  sir;  we  wouM  take  vour  account  and  ascertain 

the  smallest  amount  you  had  in  the  month  of  January  and  allow  you 

interest  on  it,  and  the  smallest  amount  in  February,  and  aUow  ycm 

interest. 

Mr.  Fassett.  Average  monthh^  balances  ? 

Mr.  GuENEY.  The  minimum  monthly  balances;  we  would  tiUie 
March,  and  so  forth  and  so  on.  Of  course,  you  can  see  that  is  a  little 
more  advantageous  than  a  three  months'  or  a  six  months'  certificate, 
winch  carries  a  stated  amount  dear  through.  But  the  rate  is  the 
same,  and  I  might  say,  too,  that  these  pass-book  accounts  are  small, 
mostly  with  children,  and  we  are  not  disposed  to  figure  very  dosely; 
we  would  rather  ^ive  them  a  little  the  advantage. 

Mr.  Fassett.  But  your  bwik  is  open  for  small  deposits  ? 

Mr.  GuRNEY.  Oh,  yes. 

Mr.  Fassett.  And  you  practically  in  Nebraska  have  no  competi- 
tion with  savings  banns  ?  -  i.  • 

Mr.  GuBNBT.  No.  we  practically  have  no  competition  with  savmgs 
banks,  except  as  the  certificate  ccmstitutes  a  medium  for  savings, 

and  all  banks  issue  them. 

Mr.  Fassett.  This  four  millions  of  deposits  you  spoke  of  referred 

only  to  Nebraska?  '  . 

Mr.  GuRNEY.  Yes,  sir;  that  is  the  report  to  the  comptroller. 

Mr.  Fassett.  You  get  that  from  the  report  of  the  state  comptroller  ? 

Ux.  GcBKBT.  No;  this  is  deposits  in  the  national  banks,  as  reported 
Id  the  comptroller  here  in  Washington. 

The  Ohaibman.  Is  your  b«ik  a  national  foaiUc  % 
'  Mr.  Gurnet.  Yes,  sir.   Bdwevw,  I  an  iai«V|aM  in  4i  atati 
al^o — a  savings  bank. 
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The  Chaibman.  Take  the  national  bank;  what  are  its  deposits  t 
Mr.  Gurnet.  My  own  bank? 

The  Chairman.  Yes,  sir. 

Mr.  GuRNEY.  About  $1,000,000.    They  fluctuate  a  little  above, 
and  a  little  below. 
The  Chairman.  How  many  depositors  are  there  S 
Mr.  GuBNEY.  I  do  not  know  that  I  kiiow. 
The  Chatrman.  About  how  ntany  ? 

Mr.  GuBNEY.  They  are  intseasing  all  the  time,  I  am  proud  to  say. 

I  should  say  maybe  1 ,000. 

The  Chairman.  Your  deposits  would  average  $1,000  apiece? 

Mr.  Gurnet.  Let  me  explain  also  that,  Fremont  being  a  sort  of 
railroad  and  industrial  center,  we  have  considerable  of  outside 
deposits,  so  that  would  tend  to  raise  the,  average  Yie;^  xtiuch  abpy^ 
normal.  <  ... 

The  Cbahibkan.  Do  you  know  how  m^y  depoi^  t&ero  an  of  Jess 
than  $100  in  your  banK  ? 

Mr.  GuRNEY.  I  could  make  you  a  close  guess — ^that  there  are  400. 

The  Chairman.  Of  the  thousand  ? 

Mr.  GuRNEY.  Yes,  sir;  that  would  run  less  than  $100. 

The  Chairman.  Take  the  state  bank,  or  the  savings  bank  you. 
are  connected  with ;  what  are  the*  deposits  in  that  ? 

Mr.  GuBMBT.  The  deposits  in  that  bank  are  »bout  $150,000,  and. 
it  is  only  3  years  old. 

The  Chairman.  How  many  depositors  are  there  ) 

Mr.  GuRNEY,  There  are  somewhere  from  thirteen  to  fifte^ 
hundred.  Let  me  also  explain  to  you,  Mr.  Chairman,  that  it  is 
the  experience  of  ourselves  and  all  savings  banks  everywhere  that  a 
bank  with  age  wiU  have  a  larger  average  for  each  account  than  a 
young  bank,  because  these  balances  grow. 

T]£  OiAiRMAN.  Then  the  average  deposit  in  the  savings  bank  is 
not  very  much  over  $100  ? 

Mr.  GuRNEY.  No,  sir.  We  watched  that  grow;  we  were  quite 
proud  when  it  reached  $100,  and  we  think  in  time  it  will  go  above  that. 

Mr.  Hamer.  Do  I  understand  you  to  say  that  tlie  rate  of  interest 
you  pay  is  the  same  on  certificates  of  deposit  as  on  savings  accounts  ? 

Mr.  GuRNEY.  Yes,  sir;  absolutely;  3  per  cent,  six  months,  twelve 
months;  and  savings  accounts — we  make  no  difference. 

Mr.  Hambb.  Is  that  the  general  rule  in  Nebraslsa?^ 

Mr.  GiJBNBT.  I  think  so;  if  there  is  any  exception  it  would  be  that 
a  great  many  banks  pay  1  per  cent  higher  for  year  moiiey  thm  ax 
months. 

Mr.  Hamer.  That  is  the  point  I  was  trying  to  get  at.  Farther 
west  that  is  not  true.  Farther  west  they  will  pay  a  higher  rate  of 
interest  on  the  certificates  of  deposit  than  they  do  on  the  savings 
deposits,  for  the  simple  reason  that  the  money  under  the  certificate- 
of-deposit  plan  is  less  for  a  time  certun;  it  is  less  for  six  months  or. 
twelve  months  or  three  months,  as  the  case  may  be.  . 

Mr.  GuBNBY.  It  is  better  money. 

Mr.  Hamer.  While  the  deposits  in  the  savings  department  are,  of 

course,  for  a  shorter  time,  according  to  the  rules  of  the  bank,  and  as  a 
result  of  that,  they  pay  a  higher  interest  on  certificates. 

Mr.  Donna.  Wiiat  proportion  of  the  banks  in  your  State  are  nationjal 
hanks 3 
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Mr  GuRNEY.  About  somewhere  from  20  to  25  per  e^t.  There 
are  alaout  700  state  banks  and  about  225  national  banks,  something 

like  that.  _  ,  •       u-  u 

Mr.  Lloyd.  Have  you  in  your  State  any  trust  compames  which 

perform  the  functions  of  a  bank  ?  i     ■  j 

Mr  GuBNBT.  No,  sir;  the  law  of  Nebraska  has  never  authorized 
the  organization  of  a  trust  company,  and  they  are  trymg  at  each 
succeeding  session  of  the  legislature  to  secure  legislat  ion  to  estab- 
lish them,  but  they  have  not  been  authorized.   We  have  no  tri^t 

companies.  ^ 
Mr.  Lloyd.  Can  you  speak  for  the  States  about  you  as  to  tne 

trust-company  laws  ?  i  t 

Mr.  GUBNBY.  Yes,  sir;  Missouri  has  a  trust-company  law.    l  am 
"not  well  enough  posted  to  tell  you  about  a  great  many  of  the  States 
in  relation  to  their  trust-company  laws.    Kansas  has  a  trust-com- 
pany law,  but  I  am  really  not  quaUfied  to  teU  you  much  of  the  par- 
ticulars, as  I  have  never  been  interested  in  trust  companies  much. 

Mr.  FiNLEY.  About  what  is  the  rate  of  interest  imposed  on  bor- 
rowers in  your  country  ? 

Mr.  GuRNEY.  You  mean  now? 

Mr.  FiNLEY.  Yes;  the  average  rate— the  general  rate  ( 

Mr  GOENBT.  My  father  paid  3  per  cent  a  month  for  three  or  lour 
'years.  That  would  wipe  out  the  principal  about  every  two  or  three 
years.   But  the  rates  have  continually  dropped. 

Mr.  MuRDOCK.  When  did  he  pay  that  36  per  cent  a  year! 

Mr.  GtTRNEY.  Twenty-five  years  ago,  year  after  year.  . 

Mr.  MuRDOCK.  On  a  loan  running  twelve  months  in  your  counoy 
to-day,  on  real  estate,  what  is  the  interest  paid  ?        ,       ,  - 

Mr  GuBi^EY.  Answering  both  these  gentlemen  together,  the  farmer 
takes  the  lowest  rate,  5  per  cent  on  his  farms.  That  prevails  over 
two-thirds  of  Nebraska;  the  western  half  being  less  desirable  the  rate 
will  run  a  little  hpier.   The  farmer  feeder,  who  feeds  cattle,  pays  7 

per  cent. 

Mr.  FiNLEY.  That  is  a  short  loan  ? 
Mr.  GuRNEY.  Yes,  sir. 

Mr.  MuRDOCK.  A  ninety-day  loan  ?  ,     .  a 

Mr  GuRNEY.  Ninety  davs  or  six  months.  The  merchant  pays  b 
or  7  per  e«nt,  and  the  little  fellow  in  town,  who  has  a  sort  of  a  chattel 
mortgage  loan,  will  pay  from  8  per  cent  up  to  what  he  will  stand. 

rLaughter.]  .  .  n  « 

Mr!  MuRDOCK.  Does  the  law  agamst  usury  come  m  there  at  all  on 

.  the  chattel  loan  ?  .  .v  • .  •  :  : 

Mr.  GuRNEY.  Yes,  sir:  10  per  cent  is  our  law,  and  it  has  gotten  so 
that  thev  do  not  charge  much  more  than  that.  [Laughter.] 

Mr  Cox  Can  you  o-ive  the  committee  the  total  capitalization  of 
the  national  banks  of^Nebraska,  and  the  total  capitalization  of  the 
state  banks  of  Nebraska  ?  ^  ^      .      . u  w 

Mr.  GtJBNEY.  Mr.  Teter  says  he  can  find  that,  and  it  would  be  bet- 
ter than  for  me  to  get  at  it.  ...  . 
Mr.  Teter.  That  is  in  the  Monetary  Commission's  report. 
Mr  Cox.  Then  could  vou  give  the  committee  some  idea  as  to  the 
volume  of  lausiness  done  in  Nebraska  by  the  national  banks,  and  com- 
pare tha  t  with  the  business  done  by  your  state  banks  m  that  State  I 


X4  •  ^'SAk.jS^yiMQA  AAJKIL. 

Mr.  Cox.  I  would  iike  to  kear  soidb  diamissioii  <m  that  point. 
Mr.  GuBNSY.  The  di^Mwits  of  the  state  bimks  aii4  of  toe  national 
banks  one  year  ago  were  aknost  neck  and  neck,  about  seventy-five 

millions  apiece,  and  the  tendency  has  been  for  the  state  banks,  being 
larger  in  number,  and  growing,  to  overtake  the  national  banks,  and 
to-day  the  state  banks'  deposits,  according  to  the  last  report,  were 
about  eighty-hve  milhons,  and  I  will  ^uess  the  uatioiiaJl  hBJok»' 
<dosely  at  seventy-iive  to  eighty  n]iUi(»2A. 

Mr.  Fassett.  WiU  ym  frnxdrn  tm  for  lalaQectiBg  a  question  iigjkt 
there,  Mr.  Cox  ? 

Mt.  Cox.  Certainly. 

Mr-  FasseTt.  The  state  banks  are  not  prevented  from  lendijog  on 
real  estate  security,  are  they  ?  * 

Mr.  GuRNEY.  No,  sir,  freely;  there  is  no  inhibition. 

Mr.  Cox.  Then,  which  class  of  banks  would  you  say  actually  does 
the  larger  volume  of  business  in  Nebraska,  the  state  banks  or  the 
nationai  banksl  That  i«>  to  lar  «B  lerviag  the  ped{4e  in  that  State 
is  concerned  ! 

Mr.  GuBNKT*  It  is  one  of  the  great  duties,  if  you  cui  see  any  duty 
in  an  American  bank  

Mr,  Cox.  I  do  not  know  much  about  it. 

Mr,  GuRNEY  (continuing).  That  it  is  very  closely  related  to  its 
own  community.  Every  bank,  both  state  and  national,  has  a  board 
of  directors;  for  instance,  the  stock  buyer,  the  lawy^y  and  the  shoe- 
maker, and  so  forth,  have  their  re|>reseiitaiive  men  on  the  boards, 
and  the  opinion  of  these  representative  men  tends  to  hold  that  bank 
ill  line  wiih  the  busiaess  of  that  (MMioBUinity,  and  so  I  think  it  is 
really  hardly  debatable  that  eitlier  state  or  national — they  try  the 
best  they  can  to  please  their  patrons  and  build  up  more  busmess, 
and  make  more  profits,  more  dividends.  That  is  what  they  axe 
trying  to  do,  naturally. 

Mr.  Gardner.  to  catch  the  relation  of  this  to  the  postal 

savings-bank  question.    Perhaps  it  is  my  fault  that  I  do  not. 

The  Chairman.  The  chair  is  inclined  to  this^  tiiat  the  whole 
question  of  postal  savings  banks  depends  on  toe  necessity  for  their 
establishment. 

Mr.  FiNLEY.  Absolutely. 

The  Chairman.  That  there  are  certain  people,  perhaps  many 
people,  who  believe  that  the  people  of  the  country,  and  especially  in 
the  thinly  settled  districts,  are  not  suitably  provided  with  banks,  and 
that  they  should  have  additionid  facilituds.  I  think  the  questions 
that  have  been  asked  of  Mr.  Gurney  up  to  this  time  have  boMi  along 
tlie  Ibim  oI  indkatii^  wMher  the  people  of  ^e  community  which 
he  represents  are  suuably  provided  with  bulking  facilities,  and  as 
long  as  they  are  confined  to  that  general  line  I  think  they  are  legiti- 
mate, and  that  the  information  is  of  value  to  the  committee. 

Mr.  Gardner.  I  am  only  seeking  information,  but  I  would  like  to 
see  what  relation  the  relative  volume  of  the  business  of  the  national 
and  state  banks  has  to  this  question. 

Mr.  Cox,  I  can  explain  my  purpose  imusking  the  question. 

The  Chairman.  I  will  leave  that  to  you. 

Mr.  Cox.  I  have  heard  it  veiy  ^riously  debated  here  in  Congress, 
in  the  last  three  months,  and  1  have  read  a  great  deal  about  that 
question  in  the  newspapers,  as  to  whether  or  not,  in  the  event  a  postal 
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sa^nSi-lMUik  TOtem  is  to  be  established  in  this  country,  we  are  to 
^ktof«B  (kpoawMiM  of  ^         ^         iMibject  to  state  or  federal 

supervision.  ,  ^,  ^  u  n  u 

Mr.  FiNLBY,  That  is  in  that  bill  here. 

Mr  Cox  Yes;  I  know  it  is  in  the  bill,  but  whether  or  not^if  we 
ever  have  a  postal  savings-bank  bill,  it  wiU  be  in  the  bill  when  it  c<»ilM 
out— that  is  the  purpose  I  had  in  asking  that  question.  I  have  my 
own  views  about  these  things.  I  know  in  my  section  of  the  country 
the  vast  vcdume  of  the  business  is  done  by  state  banks,  if  the  state 
banks  are  not  to  be  permitted  to  participate  m  this  deposit  of  the 
postal  savmgs  funds,  to  me  that  is  an  important  item.  That  is  the 
purpose  I  had  in  asking  that  question. 

Mr  Fassbtt.  I  suppose  presently  we  will  get  to  the  question  of 
how  much,  if  any,  money  was  leaving  N^l»d»  for  deposit  m 
countries  as  a  result  of  the  lack  of  bantang  facditite.   Can  yott  gite 
us  any  mformation  as  to  what  amount  of  money,  if  any,  is  leaving 
Nebraska  in  foreign  exchange  ?  ,     •  .  j 

Mr.  QtUMMRT.  Yau  do  not  include  Texas  as  a  foreign  oountry,  do 

Fassbtt.  Well,  not  yet.  [Laughter.]  I  never  have  be^n  fond 
of  the  phrase  invented  by  your  illustnous  feUow-etatesmao,  that  any 
other  part  of  tiiis  country  was  '  'the  enemy^s  couatry." 

Mr  feuRNEY.  In  Nebraska  there  is  probably  no  money  at  any  time 
sent  to  foreign  countries.  We  do  send  money  to  oth«p  Statea  for 
investment,  and  that  is  why  I  put  m  that  joke  about  Texas. 

Mr  Fassett.  I  am  addressing  myself  to  this  point  :  What  percent- 
age it  any,  have  you  of  what  you  might  call  foreign  population,  and 
£^  mu<^  money,  if  any,  are  tiiev  sending  back  to  Europe  annually, 
either  in  the  way  of  lenuttanoas  tor  home  use  or  for  deposit  i  Jl  we 
can  get  at  that  from  every  State,  we  wiU  th*«  know  awaettalig  about 
what  is  going  from  this  country  for  this  purpose. 

Mr.  MuRDOCK.  Or  to  Mexico  or  to  any  other  country  than  tne 

United  States.  ,         xt  u  i 

Mr.  GuRNBY.  Let  me  explain,  please,  that,  so  far  as  Nebraska  is 
concerned,  we  have  only  one  large  group  of  cities,  which  would  be 
Omaha  and  South  Omaha,  and  m  those  places  they  have  some  of 
the  less  desirable  foreign  citiaenship,  and  I  am  not  qualihed  to  teU 
you  how  much  money  they  send  away,  because  I  do  not  know. 
Mr.  Fassett.  You  are  speaking  for  quite  a  number  or  otatea,  •!» 

^^Mi^^GuRNEY.  Taking  the  whole  State;  and  the  State  of 
would  be  described  in  exactly  the  same  way,  and  the  States  of  South 
Dakota,  Minnesota,  and  North  Dakota  would  all  come  in  the  same 
category.   Our  foeeign-born  races  are,  first,  German,  and  then  1 
woiSl  name  tiie  ScMidmavian  races,  and  then  the  Bohemians. 
Tliere  are  others,  but  I  niU  name  those  threei,  and  I  will  say  to  you 
as  a  banker— and  I  am  interested  m  quite  a  number  of  banks  m 
a  small  way— that  the  grandest  locations  I  ha^  ever  seen  for  the 
operation  of  banks  are  in  these  German,  Scandinavian,  and 
mian  communities,  for  the  very  reason  that  they  are  the  thriftiest 
people  we  have,  and  they  do  not  send  their  paqney  to  foreign  coun- 
tries, but  they  keep  it  at  home.  ^ 
Mr.  MimnooK*  Is  there  any  Greek    JMay  lMyi^Mtfi  or  Mexican  l*^r 

used  in  Nebraska  at  all  9 
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Mr.  GuRNEY.  Never,  with  the  exception  of.  the  large  metropolitan 
cities,  in  the  packhig^iouse  districts,  and  sometknea  in  industrial 

centers.  .  ,rr        »  ' 

Mr.  MuRDOCK.  You  realize  that  is  not  true  of  Kansas  ? 

Mr.  GuRNEY.  I  think  I  have  stated  it  truly  for  Kansas,  that  the 
Greeks  and  the  foreigners  are  only  in  the  large  cities. 

Mr.  Murdoch.  On  the  contrary,  there  is  quite  a  large  laboring 
element  in  Kansas  of  Greeks  and  Mexicans. 

Mr.  GuBNBT.  I  ykAd  to  your  superior  knowledge  of  conditions 

Mr.  MuRDOOK.  But  that  is  not  true  of  Nebraska  I 

Mr.  Gurnet.  I  think  not,  with  the  possible  exception  of  a  few 

section  hands  on  the  railroads,  or  something  of  that  kind. 

Mr.  DoDDS.  Outside  of  your  national  and  stat<i  banks,  what  other 
banking  mstitutions  have  you  in  your  State,  and  in  those  States  for 
which  you  speak  ? 

Mr.  GuBNET.  Not  any.  , .  x 

Mr.  FiNUsr.  Before  you  leave  that,  I  want  to  ask  you  this:  Is  it 
not  the  rule  of  foreign-born  persons  coming  to  your  country  to  coupe 
there  and  locate  and  remain  and  make  a  home? 

Mr.  GuRNEY.  Yes,  sir;  that  is  strictly  true. 

Mr.  FiNLEY.  And  those  people  do  not  send  their  earnings  back-to 
their  old  home,  or  their  old  country? 

Mr.  GuRNEY.  No,  sir;  they  would  have  no  inducement  to  do  so. 

Mr.  Llotd.  I  want  to  ask  you  this  question  in  that  connection: 
Are  there  any  places,  any  towns  in  Nebraska,  where  there  are  no 

banks?  '         .  ,  j. 

Mr.  Gurnet.  Not  that  anyone  has  ever  been  aWe  to  discover. 
[Ijaughter.]   We  have  three  banks  in  two-bank  tovnis,  and  two 

banks  in  one-bank  towns,  and  sometimes  out  where  there  are  not 

even  railroads. 

Mr.  Lloyd.  Are  there  any  communities  in  Nebraska  that  would 
have  good  postal  f acihties  that  have  not  banking  privileges  ? 

Mr.  Gurnet.  No,  sir;  I  think  not.    I  am  quite  sure  not. 

Mr.  DoDDS.  In  answer  to  my  question  you  meant  to  say  that  there 
are  no  copartnerships  or  private  hanks  doing  banki^businessi 

Mr.  Gurnet.  Yes,  sir.  Let  me  explidn  that.  We  have  a  few 
private  banks,  but  they  are  subject  to  inspection  Mid  to  publication 
of  reports. 

Mr.  DoDDS.  You  have  included  these  in  your  other  remarks? 
Mr.  GuRNEY.  Yes,  sir.  ' 

Mr.  Lloyd.  Do  you  know  of  a  town  in  Nebraska  of  a  population 
of  500  that  has  not  a  bank? 

Mr.  GuBKiBT.  No;  Mid  I  will  give  you  a  thousand  dollars  if  you  will 
name  it  to  me,  because  I  have  a  lot  of  people  who  would  like  to  put 
a  bank  in  such  a  spot  as  that,  and  they  will  give  a  thousand  dollars 
for  the  information. 

■  Mr.  Lloyd.  Let  me  change  it  a  little.  Do  you  know  of  a  place 
or  a  town  in  Nebraska  that  has  a  population  of  250  in  which  there  is 
not  a  bank  ? 

Mr.  Gurnet.  I  will  admit  that  that  might  occur;  I  do  not  know 
of  such  a  place.  I  know  of  many  towns  of  250  that  have  good,  big 
billies  in  them,  banks  with  lots  <tf  bumness;  but  there  might  be  some. 


Mr.  FiNLET.  Do  you  know  a  town  of  250  inhabitants  that  has-aot 

sufficient  banking  facilities  nearby  ? 

Mr.  Gurnet.  I  think  not;  I  do  not  thmk  it  is  possible  to  conceive 
of  such  a  condition. 

Mr.  Small.  I  wish  to  direct  your  attention  to  one  phase  of  tluB, 
There  are  many  who  favor  postal  depositories  because  it  will  mr> 
courage  savings  and  thrift.  In  Nebraska  are  there  any  mutual  sav" 
inss  banks  such  as  are  common  in  New  England  ?  \.  \ 

Mr.  Gurnet.  No,  sir;  we  have  none  whatever,  and  our  law  has 
never  provided  for  their  organization. 

Mr.  Small.  Then  your  savings  in  Nebraska  are  only  deposited  in 
the  state  and  national  banks  under  certificates  of  deposit,  and  that 
is  the  only  method  by  which  savings  are  encouraged;  is  that  correct? 

Mr.  Gurnet.  Perhaps  you  have  come  in  since  this  discussion 
began. 

Mr.  SicALL.  No;  I  have  heard  most  of  it. 

Mr.  Gurnet.  Did  I  not  state  that  many  of  the  national  banks 

have  savings  departments  and  issue  pass  books  ?  I  at  least  intended 
to  so  state. 

Mr.  Small.  I  did  not  so  understand. 

The  Chairman.  Yes;  he  so  stated. 

Mr.  Small.  Still,  they  are  not  separate  institutions,  but  they  are 
connected  with  the  banks;  they  are  m^oely  savings  departm^ts  con?-, 
nected  wilii  the  banks  9 

Mr.  GiTBNET.  The  ordinary  plan  is  purely  a  savings  department — 
that  is,  a  department  in  name  largely — ^it  being  a  part  of  the  ma- 
chinery of  the  bank. 

Mr.  Small.  Those  savings  departments  connected  mth  the  banks, 
I  think  I  understood  you  to  say,  are  for  the  purpose  of  making  money; 
their  primary  purpose  is  not  to  encourage  savings,  and  fhid  a  method 
for  the  investment  of  savings  upon  the  part  of  those  who  are  not  able 
to  invest  for  themselves,  which  is  the  prunary  purpose  of  the  saviims 
bank  proper,  as  I  understand  ? 

Mr^  Gurnet.  Yes^  sir.  So  f m  as  my  observation  has  ^onc  all 
banks  and  all  other  mstitutions  that  are  worth  anything  are  founded 
because  the  founder  desires  to  make  some  profits  out  of  it,  and  I  am 
somewhat  sceptical  about  those  institutions  that  are  run  on  benevolent 
plans. 

The  Chairman.  You  are  not  sceptical  of  the  value  of  the  mutual 
savings  banks  of  New  England,  are  you  ?  ; 

Mr.  Gurnet.  No;  do  not  und^tand  me  that  way;  I  do  not  meaa 
to  say  that. 

Mr.  Small.  Is  not  the  primary  purpose  of  the  New  England  sav- 
ings bank  to  encourage  savings  and  to  provide  a  method  of  invest- 
ment for  those  who  deposit  their  savings  among  that  class  of  people 
who  ordinarily  would  not  be  able  to  make  safe  investments  ? 

Mr.  GuRNEY.  You  have  me  here  to  testify  for  the  west.  Really,. 
I  can  not  tell  you  what  New  England's  motives  are,  or  what  ahe  i» 
doing. 

Mr.  Small.  Then  ^ou  are  not  familiar  with  the  savings  banks  as 
they  are  conducted  in  New  England  ^  • 
Mr.  Gurnet.  No,  sir;  I  am  not;  I  am  not  pretending  to  be. 
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Mr  Small.  Is  there  any  demand  in  Nebraska  for  any  additional 
opportunities  for  encouraging  savings  upon  the  part  of  the  people  ? 

Ml*  GuBHBT.  The  gentleman  here  at  my  left— one  of  these  genUe- 
nien^  asked  me  a  moment  ago  about  building  and  loan  association®. 
We  have,  we  think,  an  excellent  law,  or  at  least  the  buUding  and  loan 
associations  have  had  grand  success  in  our  State,  with  never  a  miium^ 
and  we  have  a  great  nianv  of  them.  We  have  both  state-wide  an* 
local  associations.  I  think  tliere  about  70  or  80  of  them.  I  do  not 
know  whether  that  is  i)ertinent  to  a  banking  inquiry  or  not. 

Mr.  Small.  I  will  put  the  question  in  another  lorm.  Is  there  any 
dbmand  in  Nebraska  for  any  additional  means,  of  providing  tor 
aavings  upon  the  part  of  tJte  people  ? 

Mr.  Gi  RNEY.  I  do  not  think  there  ffi. 

Mr.  Lloyd.  Have  you  examined  Senate  hill  5876,  tile  bill  tiiat 

passed  the  Senate?  o     *  » 

Mr.  Gltixey.  Is  tliat  the  one  that  recently  passed  the  feenate* 

l^tr  Lloyd •  Y©s» 

Mr!  GuMWY.  Yes,  air;  I  have  read  it  all  through. 

Mr.  Lloyd.  Are  vou  favorable  to  that  bill  ?  ,  „  t 

Mr.  GuBNEY.  Nd^,  sir;  I  am  not  favorable  to  it.  Fu«t  ot  all,  iam 
not  favorable  to  any  postal  savii^|84>ftBk  m,  if  you  w^t  n^to  be 
entirely  frank,  and  that  is  what  I  suppose  you  wanfem*  hMDftJN*;  md 
in»  tie  second  place,  there  are  some  weak  spots  m  it. 

Mr.  Lloyd.  You  have  been  discussing  the  banking  x^^iwe.  JI 
waiit,now  to  get  to  the  question  of  the  postal  savings  banks.  You 
^isBUSsed  the  proposition,  as  I  understand  it,  as  to  whether  there 
should  be  a  postal  savings  system  at  all  or  not  ? 

OUKNiBT*'  Yos  SOT* 

Ifr.  Smau^  Would  youi  mind  smanairiang  yow  Mason,  as  bci^y 
as  you  can,  why  you  are  opposed  ? 
•  Mr.  Finley.  And  give  us  your  cntiasms  or  tnat  buli 
Mr.  Small.  Take  the  general  proposition  of  po^ad:  savMigi^.  baafeSy 

and  then  we  will  go  into  detail.  .    ,  •         ^  ^ 

Mr.  MuRDOCK.  I  submit  that  white  the  witness  is  domg  that  that 

Ihei  be.  free  from  interruptions.  , 

Mk.  dwL.  Ijtt  him  state  his  objections  to  it  m  concrete  torni. 

Md.  Finlby.  And'  alterwai^s  give  his  ©riticisms  of  the  hOL  58/6. 

Mr  Cox.  That  is  what  I  would  like  to  hear,  his  concrete  proposition. 

Mr  Gurney.  Mr.  Chairman,  if  you  wfll  allow  me  to  aort  of  get  at 
the  thing  in  a  roundabout  way,  I  will  recall  to  your  attentmn.  tt» 
mmati  tihat  L  was  about  to  mention  when  I  was  interrupted  by  tliese 
questions,  that  these  deposits  which  have  been  accumulated  by  the 
jUote  ofiUie  Western  States,  with  or  without  encouragement  or  the 
mma^Km^ci  bawvolence,  have  reached  this  point,  that  there  are  in 
1mk&  two  hundred  and  tiiirty*two  miUions  m  the  state  banks,  one 
hundred  and  forty  millions  in  national  banks— «  total  of  three 
hundred  and  seventy-two  millions  available  for  l^^.use  of  the  people 
of  Iowa.  In  North  Dakota  there  are  thirty  milhons  m  the  state 
banks,  twenty-eight  milUons  in  the  national  banks— a  total  of  titty- 

tighfc  millions.  ,  . 

Mr.SMAix.  Deposits,  you  are  reterrmg  to  ^ 

Mr  ^JSNKY.  Yes,  sir.  In  Soutii  Dakota  there  are  forty-seven 
millions  in  the  state  banks,  thirty-one  millions  in  the  naUonal  banks-- 
a  total  of  seventy-eight  millions.   In  Minnesota  there  is  a  total  of 
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sirmity-mne  q^Ulions  in  the  state  banks,  one  hundred  and  ninety 
miflMons  in  the  national  banks^-or  a  ^mnd  totsal  of  two  hundred  ana 
sixty-nine  millions.    The  banks  have  mcreased  in  this  way,  b^inning 

just  ten  years  back.  In  South  Dakota  there  were  190,  now  507;  in 
Minnesota  there  were  216,  now  903;  five  times  practically.  In  North 
Dakota  there  were  111,  now  596;  six  times.  In  Iowa  there  were 
551,  and  now  1,231;  two  and  one-half  times. 

Taking  upithe  thought  that  I  wish,  to  present  here  from  this  point-—, 
wmsB^lbesmg  now  thait  of  these  nuflkma  of  doUara^as  an  iustiuice, 
in  Iowa,  370-TaliouA.  3S  to  49  per  cent  repiwsf«ita  «mngs  deports  in 
the  form  of  cert^cates  or  in  savings  departments,  and  thatt  the  cc*^ 
tificate  bearing  interest  is  the  predominant  feature  of  western; — and  I 
think  possibly  of  southern,  in  the  agricultural  States — at  least  west- 
ern banking.'  If  I  might,  I  would  like  to  call  to  your  attention  this 
fact,  that  is  to  me  quite  significant,  that  I  discovered  in  my  investiga- 
tion of  this  certifieato  of  deposit  proposition,  namely,  that  the  volume 
ol  deposits  bearing  interest  does  not  have  anv  appreciable  relation  to 
the  rate  ^interest  paid.  I  have  seen  that  ali  ajong*  thn  linft.  In  the 
twenty  yeam  l  have  been  bankiiig  in  Nebraskaffttes  have  gone  down 
all  the  time,  and  I  have  seen  timorous  bankers  cut  the  rate  paid  bmat 
5  to  4,  and  4  to  3,  and  each  time  fearful  that  it  would  cause  a  greai 
slump  in  their  deposits,  but,  as  a  matter  of  fact,  that  slump  has  never 
occurred,  and  I  have  seen  places  where  on  one  side  of  the  street  a 
bank  is  paying  3  per  cent,  and  on  the  other  side  the  bank  is  pacing  5, 
and  the  3  per  cent  bank  is  getting  the  most  money.  The  only  ex- 
planataon  I  evk  get  out  of  it  is  thai,  thm  ia  a  snbconscioiis  thou^t. 
that  ihB  bank  ihmt  is  paying  tiie.  moot  mtevert  oeeda  the<  wmmsy.  ilia- 
most,  and  is  therefore  a  poor  risk  for  the  depositor.  The  rate  gOTesw 
with  wheat,  cotton,  and  that  kind  of  commodities,  but  with  money 
the  rate  is  a  secondary  matter  and  security  is  the  first  matter  always. 
Security  is  the  thing,  and  you  can  test  it  very  readily.  If  any  of  you 
men  want  to  come  out  and  start  banks  we  will  welcome  you,  but  you 
just  l0t  a  little  bit  of  a  fumor  be  i^at  m  to  your  solvency,  and  you 
will  see  how  manv  people  with  eleven  months'  certificates,  or  fim 
months,  wiU  oome  m  and  fovfieit  the  intecest  and  get  the  pnncipal. 

Mr.  Lloyd.  Then,  are  we  to  conclude  from  your  statMsent  that 
the  existing  institutions  in  Nebraska  are  now  sufficiently  numeroiM 
in  kind  and  variety  to  attract  all  the  money  and  to  put  it  into  circu- 
lation and  into  the  channels  of  business  without  any  additional 
instrumentalities,  or  without  the  aid  of  postal  savings? 

Mr.  GuENEY.  Most  emnhatically,  sir,  with  one  exception.  They 
VB»  competoit  to  do  ail  these  thingB  if  the  Post-Office  Depactraeot 
will  keep  its.  hands  off  mid  not  haBiT>«;  their  qieratiiins. 

Ikfr.  Lloyd.  But  are  they  doing  itf   Are  tliey  attracting  all  tllar 

money  ? 

Mr.  Gurney.  1  thing  so,  without  any  quahfication  whatever. 
Taking  up  this  argument  from  the  standpoint  I  have  reached,  that 
security  is  the  fundamental  thing  in  the  securing  of  deposits,  then  1 
take  up  the /thought  

Mr.  MuBiMMB.  JioBt  ^Hum^  that  is  the  faustw  {wcamoimt  in  tha 
mind  of  the  depositor  9 

Mr.  GuRNBY.  Yes,  sir ;  and  I  thyric  it-ought  to  be.  Now,  you  csome 
out  and  you  put  a  government  window  reaching  out  for  money  in 
every  town  in  our  State,  and  here  is  what  you  have.    Over  here  the 
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bank  pays  3  per  cent;  over  here  the  post-office  pays  2  per  cent. 
That  IS  the  only  advantage,  the  advantage  of  rates,  which  I  have 
indicated  to  you  is  of  nunor  moment.  Over  here  the  bank  takes  this 
money  for  a  specific  term,  usually  four  months  or  six  months.  We  are 
not  like  banks  in  cities  that  can  lend  on  call.  We  are  lending  money 
to  farmers  and  home  owners  and  ranchmen  and  cattlemen,  and  we 
can  not  make  them  pav  it  back  in  a  day,  and,  therefore,  we  must 
safeguard  ourselves  with  some  time  money.  The  Government  says, 
"We  will  pay  you  back  instanter."  Over  here  we  bankers  put  up 
only  a  relative  degree  of  security;  we  are  relatively  safe.  Over  here 
the  Government  is  absolutely  safe.  I  hate  to  admit  it,  in  a  sense, 
but  while  my  bank— I  do  not  believe  that  I  hate  to  admit  that— is 
as  sound  and  as  solvent  as  a  cannon  ball,  even  then  it  is  not  so  strong 
as  the  Government  of  the  United  States,  because  the  Government 
of  the  United  States  involves  within  itself  the  power  of  taxation  and 
assessment  over  all  property,  over  myself  included. 

Mr.  MxJBDOCK.  Including  your  bank  ? 

Mr.  GuBNET.  Including  my  bank;  yes. 

Mr.  Smaix.  Are  you  not  giving  the  argument  for  postal  deposi- 
tories now,  in  that  security  is  the  priinary  thing  in  the  mind  of  ih»- 

depositor? 

Mr.  MuRDOCK.  Undoubtedlv. 

Mr.  Small.  And  that  the  postal  depository  paying  2  per  cent, 
would  attract  the  deposit  as  against  the  bank  upon  the  other  side 
paying  3  per  cent,  and  would  not  only  attract  some  of  the  money 
that  now  goes  into  the  banks,  but  also  attract  some  of  the  money 
which  is  not  now  deposited  in  ai^  banking  institution,  and  thereby 

put  it  into  circulation  ?  ... 

The  Chairman.  Just  one  moment.  Let  me  suggest  that  it  was 
generally  agreed  that  we  should  let  Mr.  Gumey  complete  his  state^ 
ment  before  we  interrupted  him.  Possibly  Mr.  Small  s  point  is  well 
taken,  but  I  think  Mr.  Gurney  ought  to  complete  his  statement. 

Mr.  FiNLEY.  Mr.  Chairman,  a  house  must  be  erected  before  it  can 

be  torn  down.  .  , 

Mr.  MUBDOOK.  I  wish,  if  the  question  is  to  be  put  at  this  time,  the 
stenographer  would  repeat  it  to  the  witness,  because  the  latter 
phrase  is  something  that  I  want  to  hear  answered. 

Mr.  Cox.  I  think  the  witness  ought  to  go  on. 

Mr.  Lloyd.  Let  him  go  on  and  complete  his  statement. 

Mr.  Small.  I  want  to  say,  in  answer  to  the  chairman's  remafk,'. 
that  I  understood  the  witness  to  be  leaving  that  point. 

Mr.  GuKNEY.  The  member  of  the  committee  has  taken  me  up  on 
the  proposition  that  the  absolute  security  of  the  Government  would 
attract  deposits,  and  has  stated  that  upon  that  hook  largely  does  he 
hang  the  merit  of  the  postal  savings  bank,  and  I  admit  that;  but  I 
want  to  call  your  attention  to  this  fact— no,  not  a  fact— I  have  no 
way  of  stating  it  is  a  fact— I  want  to  make  this  assertion  fi^,  wat 
the  postal  savings  bank  in  operation  under  such  conditions  of  abso- 
lute certainty,  and  especiallv  in  times  of  panic,  would  bring  in  a 
tremendous  amount  of  money.  Your  postal  department  would  get 
worlds  of  money  in  Nebraska. 

Secondly,  that  $97  out  of  every  $100  so  taken  would  be  taken 
from  existent  banks  throughout  the  West,  and  that  Very  httle 
would,  come  from  the  mythical  stocking  or  the  old  stovtppe,  ^ 
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anything  of  that  kind;  but  it  would  mostly  come  from  men  who 
have  something  and  are  already  depositors  in  banks.  And,  third, 
if  it  did  operate  in  this  way,  to  attract  some  tens,  or  fifties,  or  hun- 
dred millions  of  deposits  in  their  State,  whatever  amount  you  may 
^timate,  that  to  that  extent  it  would  cripple  the  ability  of  eacli 
local  bank  to  tdse  care  of  the  business  interests  of  its  locid  com- 
munity, the  farmers,  tiie  home  owners,  and  stock  growers,  and  all 
the  men  who  make  the  community  worth  while.  ToAt  is  the  iniquir 
tous  feature  of  a  competition  of  this  kind. 

Now,  let  me  follow  along  and  take  up,  then,  the  next  thought 
that  will  occur  in  your  minds.  You  say,  "What  are  we  going  to 
do  with  this  money?  What  will  happen  to  it  if  the  Government 
takes  forty  millions  of  money  in  five  years  in  the  post-offices  in 
Nebraska;  where  wiU  that  money  go  V*  "We  are  right  now  up  against 
the  one  thing,  the  most  crying  weakness  in  thk  biU,  that  there  is  no 
adequate  provision  in  this  bill,  and  there  is  no  provision  in  any  man's 
mind,  and  there  never  can  be  for  years  any  adequate  provision  in 
any  man's  mind  for  taking  care  of  the  vast  amount  of  moneys  that 
you  will  receive  under  the  operation  of  this  law. 

There  are  just  two  ways  now.  To  make  a  concrete  illustration, 
let  me  take  the  town  of  Arlington,  in  my  State.  The  deposits  of 
one  of  the  bfmks  of  Arlington  are  $400,000. 

Mr,  MiTBDOCK.  What  is  the  population  of  Arlington  ?  Give  us 
the  details. 

Mr.  Gurney.  About  800. 

Mr.  Murdoch.  And  it  has  how  many  banks  ^ 

Mr.  Gurney.  Two  banks,  one  state  and  one  national,  and  the  state 
bank's  deposits  are  $400,000  and  the  national  bank's  deposits  are 
about  $160,000.  Let  us  suppose  that  the  postmaster  receives  in  a 
current  month  $10,000  on  deposit.  There  are  just  two  methods  of 
disposition  of  that  fund;  first,  to  send  it  to  reserve  centers,  to  the 
l^asury  of  the  United  States,  or  to  some  assistant  toeasurer,  to  be 
hivested  in  the  securities  of  the  Government,  and  that  is  what  your 
postal  savings  bank  will  ultimately  come  to,  in  my  judgment.  If  it 
does,  it  seems  to  me  that  it  is  a  crying  economic  error  to  take  money 
away  from  Kansas  and  Nebraska'  and  Colorado  and  Wyoming  and 
all  through  the  South,  where  it  is  the  life  blood  of  the  industries  there, 
and  is  midcing  the  investors  6  or  8  or  10  or  lai-^er  percentages  upon 
tibidr  sever^  investments  in  all  these  industries,  and  to  bring  it 
to  invest  in  2  per  cent  bonds  when  a  waiting  world  is  anxious  for 
those  bonds.  If,  on  the  other  hand,  you  take  the  other  thing,  which 
has  been  injected  into  this  bill,  and  without  which  this  bill  notoriously 
never  could  be  passed,  and  that  is  this,  that  the  money  is  to  be  rede- 

Eosited  in  the  local  banks;  now,  the  postmaster  takes  S10,000  and 
e  goes  to  the  state  bank  at  Arlington  and  deposits  $10,000,  and  to 
your  minds  the  community  is  entirely  undisturbed.  There  are  a 
tew  features  of  that  which  1  would  like  to  call  to  your  attention. 

In  the  first  place,  the  dt»posit  of  $10,000  in  that  form  is  not  as 
good  a  deposit  as  it  was  bemre  it  was  drawn  out  of  the  bank.  For 
instance,  suppose  you  were  starting  a  bank  and  I  would  come  along 
and  deposit  $10,000  with  you.  You  would  be  glad  to  take  it.  But 
it  is  not  a  very  good  deposit.  It  is  something  like  a  drink  of  whisky; 
it  is  all  right  when  a  man  is  tired  or  weary  or  worn,  but  bread  and 
m«at  aro  more  staying  propositions.   So  it  is  my  $10,000  deposit  ia 
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-worth  something  to  you,  but  it  is  not  so  very  desirable.  But  when 
jnou  have  gone  to  wca^  and  gotten  50  people  all  around  your  com- 
monity  who  «e  ah«ays  going  to  live  theise  to  put  in  $200  a  piece  to 
make  up  that  $10,000  tnen  you  have  something  that  will  stay  by 
you.  So  the  $10,000  which  has  come  bac^  to  the  Arliiu^n  Bank  in 
the  form  of  a  deposit  by  the  Government  is  not  as  good  a  deposit  as 
it  was  in  the  first  place.  And,  ao^ain,  you  can  not  take  up  a  bush 
-down  here,  pull  it  up  out  of  the  ground  by  the  roots,  and  carry  it 
over  here  and  set  it  out  without  some  shock.  It  will  not  grow- 
rapidly.  You  can  not  draw  the  original  $10,000  out  of  the  bank  at 
A&igton  without  that  bank  calling  some  of  its  customers  to  pay  it 
Iback,  because  they  have  it  loaned.  Thej  say,  "HOTe,  Jones,  you 
«ome  in  here  and  pay  that  note.  Mooey  m  going  out  pretty  rapidly 
these  days,"  and  the  mere  fact  that  that  money  has  finally  swung 
around  and  come  back  does  not  abate  for  a  moment  the  inconvenience 
that  has  been  caused  by  its  displacement.  A  displacement  in  the 
-time  of  panic,  when  banks  are  struggling  very  hard  to  fulfill  the 
needs  of  their  requirements,  is  often  serious ;  it  is  serious  on  the  com- 
munity. 

But  agam  let  us  suppose  t^at  the  Government  deposits  there.  It 
must  have  security,  it  is  ineonceivabfe  to  think  that  tJus^  Govern- 
ment of  ours  could  go  out  and  deposit  money  without  aecurity— and 

let  me  say  to  you,  while  I  do  not  know  that  I  have  a  i^h*to  ^un 
prophet,  that  in  time  if  you  have  24,000  depositories  you  will  run 
mto  a  condition  of  absurdity  under  the  Government;  you  will  have 
to  change  that  if  this  bill  is  enacted  and  its  provisions  go  through; 
it  just  simply  can  not  stand. 
Ife.  MmsDOCK.  Explain  why. 

iMr.  GuBKirr.  I  would  rather  not  do  that.  I  would  rather  leave  it 
on  the  ground  of  an  assertion,  that  it  is  really  an  aibsurditv  for  the 

Government  to  maintain  deposit  banking  relations  with  24,000 
different  institutions,  operating  under  different  laws  and  by  diffewwt 
men,  and  all  that  sort  of  business.  I  thmk  really  it  would  run  into 
ohaos. 

Mr.  FiKLET.  Would  it  interrupt  y^u  to  ask  you  a  question  ? 
Mr.  Guwnffr.  No ;  go  ahead. 

lifer.  FniXJST.  Do  you  know  of  any  country  that  has  a  postal-banking 
syfltem  that  does  not  treat  the  depoints  in  the  way  of  a  common  funi 

and  really  invest  it  in  its  own  securities ;  in  other  words,  do  yefu  mm 
of  any  country  that  goes  out  and  seeks  investments  ot^ffl^  w  Its 

own  securities  ? 

Mr.  GuENEY.  I  have  read  a  good  deal  about  postal  savings.  I  do 
•mvt  want  to  pose  as  an  absolute  authority,  but  my  impression  from 
«y  general  reading  is  that  there  is  no  country  on  earth  operating  a 
fK>stal-savings  ba^  winch  invests  its  funds  in  other  than  its  own 
:  securities,  and  that  no  country  has  ever  tried  the  deposit  gysteia  ot 
leaving  the  money  in  scattered  banks. 

Mr.  FiNLEY.  Or  going  out  and  seeking  investment*-  

Mr.  GuRNEY.  For  the  sake  of  putting  it  back  a^ain.  But  taking 
l»  the  thread  of  my  argument  at  that  point,  the  Government  must 
liave  security ;  what  kind  of  security  will  it  have  ?  Two  kinds.  First, 
«tBt  mdemnity  bond,  and  I  believe  this  bill  so  provides;  second,  a 
depoeit  irf  oelbterftl  securities.  The  mdemnitv  bond  is  a  very  unsat- 
isfactory proposition.    To  begin  with,  you  charge  uis  cne-half  of  1 


posxaii  axcffires  wsm. 


g3 


t»t  cent;  that  is,  the  indemnity  bond  will  charge  the  company  thfct 
^ch  of  a  premium  for  writing  his  bond,  which  is  a  great  big  hole  m 
tfhe  profits  to  begin  with,  and  must  ultimately  be  borne  by  the  oon- 
sumer,  or  the  people,  as  you  choose  to  c^  it.  ,    ,       ,  . 

In  the  second  place,  the  bond  companies  w^ll  Amte  banks  only  for 
moderate  amounts,  as  they  should,  mdeed,  hmit  th«r  hnes  Andit 
is  a  rule  of  all  depository  bond  compames  never  to  ^ceod  the  capi^ 
of  a  bank,  and  a  great  majority  of  the  banks  m  my  State 
capital  of  $10,000,  and  they  would  reach  the  limit  of  tlieir  IWMB 

^'Sext-place,  if  you  will  permit  me  to  give  a  little  personal 
mEpmxme.  In  the  fall  of  1907  my  bank  had  a  deposit  of  state 
f^  secured  by  bonds  issund  by  the  National  Surety  Company 
of  New  York,  and  you  all  hare  a  vivid  recollection  of  the  seventies 
of  that  panic.  It  so  happened  that  we  had  paid  back 
and  did  not  want  his  money,  but  the  National  Surety  Com^^^ 
wrote  to  my  bank  and  to  every  other  bank  m  the  htate  of  WlBWtftKa 
stating  that  they  had  decided  that  the  risk  of  writing  depositmy 
bondtTwas  too  great,  and  they  could  thank  us  to  cancel  the  bonds. 
We  would  be  in  great  shape,  would  we  not,  to  be  hung  up  with  a 
deposit  guaranteed  by  a  private  corporation  which  corporation 
would  in  the  very  moment  when  we  needed  it  most,  get  cold  feet, 

if  you  understand  what  that  expression  means  down  h^e  

Mr.  MuRDOCK.  They  do.    [Laughter.]  •  —  J 

Mr  GuRNEY.  And  quit  us  cold.  Let  us  take  up  the  ottier  en*. 
This  is  one  of  the  most  salient  features  of  our  objection  to  it. 
suppose  we  deposit  securities  of  all  these  banks.  Can  the  Postinaslep- 
Gtaaa^  go  out  in  Kansas  or  Nebraska  and  go  to  any  particular 
town,  asf  for  instance,  Ponca  City,  and  say,  "Give  us  some  secun- 
<fcies  to  the  banker  at  Ponca  City,  ''Send  us  Jun  Jones's  mortgage  on 
his  cattle  in  the  feed  lot,  and  Henry  Brown's  mortgage  on  his  farm, 
and  the  village  miller's  note  that  he  has  put  up'for  wheat  to  grmd, 
or  the  live-stock  dealer?"  No.  You  and  ev«w^othe(r  'Pf**"™^ 
would  say ,  "  Go  away.  We  do  not  know  you.  We  can  mot  mcrttfrar 
with  that  claas  of  business.   Send  us  some  securities  that  aro  wora 

^Understanding  that,  what  do  we,  as  bankers,  at  Ponca  City  or 
(iOsiywharo.  do?  We  must,  in  the  meantime,  send  our  money  to 
eastern  centers,  and  buy  bonds  that  will  stand  the  Postmaate^ 
General's  inspection.  That  is  all. 

Let  me  go  back  just  a  little   •  ^      ui  i. 

Mr.  Stafford.  Do  you  intend  to  leavB  that  phase  of  the  But^fect 

now?  '      ,    w  V 

Mr.  GtJRNBY.  I  was  going  to  come  back  to  it. 

Mr  Staftobd.  What  objection  have  you  to  the  Government  prfe>- 
scribine  a  certain  character  of  security,  just  as  the  Massachusetts  law 
IKreso^  the  tjharadtor  of  mv«eetment  for  savings  deposUa  to  be 
accepted  as  security  for  the  savings  funds  ? 

Mr  GuRNEY.  Let  me  say,  first--and  I  wnfl  come  to  that  m jurt?^ 
moment— there  was  one  phase  of  the  subject  that  I  ne«Jy  ^Vg^ 
aod  that  is  a  phase  which  vou  may  not  all  think  about,  it  wouW  l>e 
more  patent  to  men  who  are  every  day  working  banking  lines,  bi* 
i|»  poBtmaster  comes  into  my  bank  to-day  with  a  deposit  of  $1G,0UU. 
WtMtam  i^nngio  do  wiith that  money  ?   U  has  aiw^s  been  aUeged 
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that  that  would  be  keeping  the  money  at  home,  btit  he  has  to-d«y 

swelled  my  deposits  by  $10,000.    My  safe  has  in  it  all  the  money  I 

need ;  it  has  in  it  all  the  money  that  my  burglary  bond  protects ;  all 

of  the  money  of  its  capacity,  perhaps. 

•  Mr.  MuBDOCK.  Why  do  you  accept  the  $10,000  ? 

:  Mr.  GuBNET.  I  haTe  never  seen  the  time  when  bankers  would  not 

accept  $10,000  moie,  and  if  you  would  examine  our  books  that  night 

I  would  tell  you  what  you  would  find,  that  I  had  merely  remittal 

$10,000  more  to  Chicago  or  New  York,  and  had  it  there,  so  that  if  it 

stays  in  the  form  of  a  deposit  it  increases  my  balances  in  the  reserve 

centers,  and  not  at  home. 

Mr.  Hameb.  Right  on  that  point,  if  you  did  not  accept  that  deposit 
your  competitor  in  the  same  town  would  accept  it,  would  h©  not  'i 
Mr.  GuBNET.  I  would,  to  b^in  with.  [Laughter.] 
Mr.  Haueb.  You  would  have  to  do  it  as  a  matter  of  self-preser- 
vation ? 

Mr.  GuKNEY.  Yes,  sir.  I  think  we  would  take  the  money,  aXL 
right. 

.   Mr.  Stafford.  Are  you  not  in  the  business  for  receiving  deposits  ? 
Mr.  GuBNEY.  Yes,  sir. 

Mr.  Stafpobd.  Then  what  is  the  point  of  your  objection  ? 
.  Mr.  Fassett.  It  would  not  stay  at  home;  he  would  s^d  it  to 
New  York. 

Mr.  Stafford.  If  there  was  no  demand  at  home,  naturall}^  you 

would  remit  it,  but  if  there  was  demand,  you  would  retain  it  for 
investment  ? 

Mr.  Gurnet.  Yes.    But  now,  coming  back  to  your  other  question, 

that  home  investment  would  never  satisfy  the  Postmaster-General, 

and  he  would  undoubtedly  prescribe  rules  somewhat  similar  to  those 

of  Massachusetts  and  New  York  that  you  refer  to  with  reference  to 

well-known  bonds. 

Mr.  Gardner.  Let  me  interrupt  you  there,  even  though  it  may 

not  be  exactly  in  order.  You  are  on  the  very  point  that  I  have  been 
unable  to  understand  from  the  beginning  in  this  bill.  The  idea  of 
the  amendments  put  on  tliis  bill  in  the  Senate  is  to  keep  the  money 
home  ? 

Mr.  GuBNBY.  Yes,  sir. 

Mr.  Gabdneb.  What  I  have  never  been  able  to  understand  is 
■this :  That  if  you  are  obliged  to  put  up  security  for  that  money  when 
it  comes  out  of  the  post-office,  and  to  do  that  vou  have  to  send,  say, 

$20,000  to  New  York  to  buy  government  boncte  

Mr.  Gurnet.  Or  railroad  securities. 

Mr.  Gardner  (continuing).  Or  .to  the  State  of  New  Jersey  or 
Massachusetts  to  buy  state  bonds,  then  you  receive  the  $20,000  from 
the  post-office  in  your  town  and  d^ver  that  bond. 

Mr.  Gurnet.  Yes,  sir. 

Mr.  Gabdneb.  Now,  have  you  kept  one  dollar  more  at  home  uum 
if  the  money  had  gone  away  m  the  first  place  ?   The  deposit  has  not 

gone  away,  but  the  money  has  gone  away  to  buy  the  bond,  its  exact 
•equivalent. 

Mr.  Gurnet.  That  is  what  I  want  to  know,  how  you  can  call  it 
keeping  the  money  at  home,  when  I  have  to  send  it  away. 
.   Ut.  Murdock.  Wherein  does  that  differ  from  the  present  proposi- 
tion of  keeping  government  money  on  deposit  in  Arlington  or  Ponca, 
and  sending  Lmited  States  government  bonds  down  here  to  secure  it  9 
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Mr.  Stafpobd.  Is  it  not  the  practice  of  banks  in  the  Middle  West 
to  purchase  with  their  surplus  funds  municipal  and  railroad  bonds 
as  a  means  of  investment?  , 

Mr.  Gurnet.  May  I  answer  you  this:  It  is  sometunes  the  practice, 
and  a  very  desu-able  practice,  when  they  do  it  voluntarily;  they  do 
it  voluntarily  when  they  have  supplied  the  needs  of  their  home  peo- 
ple ;  but  this  bill  will  compel  the  bankers  throughout  the  West  to  do 
iiaa  involuntarily,  and  to  make  these  investments  abroad  whether, 
they  will  or  not,  to  the  detriment  of  their  own  people. 

Mr.  Hameb.  And  will  it  not  further  compl  you  to  accept  the  rate 
of  interest  prescribed  by  the  Government  in  relation  to  the  security 

they  demand  ? 

Mr.  Gurnet.  Certainlv. 

Mr.  Hamer.  Instead  of  permitting  you  to  invest  your  money  at  a 
rate  of  mterest  that  you  think  desirable  for  your  bank  as  a  busmess 

institution  ^  .  •     ,  <• 

Mr.  GuBNBY.  If  the  Government  prescnbes  a  certam  class  ot  se- 
curities as  being  available,  that  would  have  a  tendency  to  lower  ^e 
rate  on  those  same  securities,  because  it  would  restrict  the  immbw 

of  purchasers.  .  . 

Mr.  Murdoch.  And  raise  the  value  of  its  securities,  of  courses 
Mr.  Gurnet.  That  is  just  the  same. 

Mr.  Stafford.  But  it  is  nevertlieless  optional  on  your  part  at  all 
times  for  you  to  accept  these  extra  deposits,  and  you  are  free  to  reject 
them  and  pursue  the  business  as  you  wish «  All  the  Government 
is  doing  in  insisting  on  a  certain  return  for  the  amount  deposited  ^ 
that  they  j)rescribe  the  minimum  rate,  which  is  kss  than  that  which 
is  being  paid  the  country  over  for  savings  deposits. 

Mr.  Gurnet.  The  way  I  would  answer  that,  sir,  is  this,  that  under 
present  existing  conditions  we  are  practically  free.  We  get  the 
money,  just  as  all  other  institutions  do,  in  the  open  market,  under  the 
law  or  supply  and  demand,  bolstered  up  by  our  own  credit  and  char- 
acter. That  money  is  left  with  us,  and  the  transaction  is  between 
us  and  the  depositor.  Our  very  interest  is  to  get  him  the  highest 
rate  possible,  and  to  loan  it  in  the  most  remunerative  market.  Under 
this  condition  vou  propose  to  offer  such  attractive  rates  as  to  draw 
vast  sums  away  from  us,  and  then  you  would  redeposit  it  in  these 
banks,  under  restrictions  that  are  onerous,  burdensome,  and  expen- 
sive, and  will  make  the  operation  of  the  law  exceedingly  expensive 

to  the  general  public. 

Mr.  STAFFOBD.  Do  I  understand  that  you  do  not  beheve  that  it  is  a 
proper  government^  function  for  the  State  to  prescribe  the  character 
of  the  security  which  savings  funds  shall  be  invested  in,  but  that  the 
bankers  shalf  be  given  freedom  to  invest  those  funds  as  they  see  fit, 
without  anv  security  for  savings  deposits?  ^ 

Mr.  Gurnet.  Most  emphatically  I  do  not  want  you  to  understand 
that.  I  am  a  hearty  behever  in  the  restriction  and  regulation  of 
banking  institutions.  •,  •  i 

Mr.  WTAFFOBD.  Then,  wherem  does  the  regulation  prescribing  the 
character  of  deposits  in  which  these  savings  funds  shall  be  invested 
differ  from  the  provision  in  Massachusetts  and  Wisconsin  and  other 
States,  which  says,  as  to  savings  funds,  that  they  shall  be  invested 
in  a  certain  described  character  of  security  ? 


Mr.  GuRNEY.  I  believe  in  that  r^netion  y mi  «ieiilion ;  I  think  it 
<lu^t  to  be  in  every  Stale. 

Mr.  Stafford.  I  asked,  wherein  is  the  diffefenoe  boiween  tkm  pto^ 
vigion  and  that  which  prescribes  as  to  the  savings  funds  1 

Mr.  GuRNEY.  Because  it  compels  me,  in  order  to  get  back  the 
deposits  I  have  lost,  to  invest  in  a  class  of  securities  which,  however 
desirable,  I  mav  not  have  needed,  and  my  community  did  not  need. 
I  needed  that  money  for  better  j)urposes  at  home. 

Mr.  Stafford.  So  we  say  similar  to  those  States  where  they  ^€^- 
sciibe  the  character  of  the  securities,  saeh  as  Massadhaisetts,  New 
York,  Wisconsin,  and  other  States,  that  mre  will  ««feguard  the  intear^ 
ests  of  the  savings  depositors  in  other  States  by  prescribing  the  duo^ 
acter  of  securities.  Wherein  does  that  differ  from  the  regulations  in 
the  States  that  safeguard  the  interests  of  sa\Hngs  depositors  ? 

Mr.  GuaNEY.  I  beg  your  pardon ;  I  do  not  believe  that  is  in  the 
bill. 

Mr.  Stafford.  It  is  not  in  the  bill,  but  it  is  ifpon  the  assumption 
^at  we  do  prescribe  a  certain  character  of  securities  to  be  deposited 
•by  the  banks  for  ^e  m,vmgB  Guilds  that  ore  iotepeaitod  fay  tm  fftmkh 
masters. 

Mr.  GuRNEY.  Mr.  Chairman,  I  certainly  feel  girilty  for  using  up  ^o 

much  of  your  time,  and  I  have  only  done  so  because  of  these  ques- 
tions that  have  been  propounded.  But  I  just  want  one  moment 
more. 

One  gentleman  asked  me  for  some  criticisms  of  this  bill.  I  will 
name  jnst  . two  or  three.  The  first  is  this:  That  it  starts  out  in  the 
opening  paragraph  and  creates  a  boajrd  of  trustees,  hut  it  reads  plainly 
between  the  lines  that  the  cooperation  of  the  other  m&BokmeB  of  tlae 
board  will  be  perfunctory,  and  m  section  11  it  TMds  ttds  Wfty: 

And  the  Poatmaater-General  is — 
Not  "the  board  are,"  but — 

The  Poslma^ter-(ieneral  is  authorized  to  reijuire  postmasters  and  other  postal  officers 
and  emph)yees  to  transact,  in  connection  with  their  other  diilie:*,  such  postal  savings 
depository  business  as  may  be  necessary;  and  he  is  also  authorized  to  imke,  and  with 
the  approval  of  the  board  of  trustees,  to  promul^te,  and  from  time  to  time  to  modify 
or-revoke,  meh  Tules  and  regulations  not  in  conflict  with  law  as  be  may  dieom  mcc  tmtf 
to  carry  tiie  provisions  <rf       aot  into  effect. 

T  ask  no  discussion  on  that,  because  we  will  keep  our  individual 
opinions  at  the  close;  it  will  not  make  any  difference,  but,  in  my 
judgment,  you  are  treading  on  dangerous  ground  in  thus  centralizii^ 
control  of  such  vast  sums  as  will  be  derived.    It  says  next: 

That  the  sum  of  one  hundred  thousand  dollars  is  hereby  appre)priated,  out  of  any 
money  in  the  Treasury  not  otiierwiee  appropriated,  or  so  much  mereof  as  may  be  neces- 
sary, to  enable  Ae  (Pofitmaster*6enenu  aad  tiie  board  of  trustees  to  eslabtttti  a  qrstmk 
of  postal  Ravings  depositories. 

This  is  realh^  absurd  when  ^-ou  remember  that  we  liave  between 
forty  and  fifty  thousand  post-offices  in  the  United  States,  and  to 
equip  them  ready  to  do  a  banking  business — and  a  banking  business 
requires  some  Uttle  measure  of  skill  and  rehability  and  knowledge  of 
tibe  business;  it  takes  so^  appliances  ctf  safety  and  so  on — ^you  are 
going  to  appropriate  $2  apiece  in  these  posl-«filc0s  ol  the  United 
States  to  equip  them  as  depositori«B  ctf  ptibKc  moneys. 

Then,  in  the  next  place,  this  bill  says  that  after  paying  the  deposi- 
tors 2  per  cent  out  of  the  2^  which  we  will  derive,  and  paying  the 


\ 


9)oetiii«Bter  « -eommission  of -one-fourth  of  1  per  cent,  that  out  of  the 
other  one-fourth  of  1  per  cent  the  profits  shall  be  covered  mto  the 
■General  Treasury.  Paffdcm  me  for  what  appears  to  be  ridicule,  but 
it  shows  that  the  men  who  have  drafted  tUs  measure  have  t»  com- 
prehension of  the  expense  involved  in  domg  busmess.  Uo  yon 
know  that  one-fourth  of  1  per  cent  of  a  thousand  doH«r8--the  haa- 
dling  of  a  thousand  dollars  for  &  year  with  all  that  it  mvoives— is 
$2  50 «  One  per  cent  of  a  thousand  dollars  is  $10,  and  a  quarter  of 
that  is  $2.60.  There  never  will  be  any  profits  to  turn  mto  the  General 
Treasury,  but  you  will  have  a  succeeding  deficit. 

Mr.  MuBDOOK.  In  the  Post-Ofiice  Department  'i 

Mr.  GuRNEY.  In  the  PostOffice  Departnwnt,  of  course.  And, 
finallv,  this  bill  provides  that  the  moneys  so  deposited  shall  be 
entered  upon  a  pass  book  whicli  shall  be  given  to  the  holder.  lnJt 
me  just  cite  two  instances.  We  had  a  man  come  m  a,  month  ago, 
a  fellow  in  town,  with  a  pass  book  in  which  was  entered  a  deposit  of 
$100,  not  on  our  books.  We  had  a  racket  with  him  VV  e  are  satis- 
«0d  he  Stole  but  we  swafiowed  our  grief.  In  another  bank  1  was 
mterested  m  some  years  ago  we  discovered  the  dishonesty  ot  one 
of  our  own  employees,  bwt  it  was  two  (tt  tkatee  years  before  we  dis- 
covered the  thief.  He  was  balancing  a  pass  book,  and  he  took  the 
man's  book  and  put  the  money  in  his  pocket.  «ow  «©  y«n  going 
to  audit  the  accounts  in  40.000  departments  with  bo**s  ysou  oo  m^ 
see  in  five  years,  with  entries  made  in  them  by  incompetent  cleffes 
in  post^fliices?  How  do  you  know;  how  can  you  comprehend  the 
tKQgle  you  will  get  in,  when  those  books  come  m  and  there  is  a 

serap  in  tliis  office  ?  .     ,  <>  i 

Mr.  Stapkhcd.  In  tiwrt  conneotioii  may  I  arte  the  successful  opera,- 
tion  of  the  postal  savings  banks  in  Canada,  where  they  **»e  no  dltti^ 

culty  in  that  particular?  *  *u  ♦  ;» 

The  Chairman.  Before  you  answer  that,  let  me  suggest  tn«.t  m 
Canada  the  pass  book  is  sent  with  the  deposit  to  Ottawa  and  tlie 
•ntry  is  made  with  the  central  government.    The  postmaster  does 

not  make  it.  ,  ^ *  * 

Mr  Stafford.  Just  there  I  wish  to  take  exception  to  the  state- 
iamt  mAde  by  the  chairmim  of  the  committee,  because  with  deposits, 
88  I  understand  the  svstem  upon  inquiry  of  the  deputy  postm^ter- 
general  and  the  supervisor  erf  savings  tnaks  m  Canada,  the  bank 
book  is  not  sent  to  Ottawa  with  each  deposit.  . 
Mr.  MuiiDocK.  Why  could  you  not  defraud  C^Jtawa  aa  mm  as  »e 

original  post-office  ? 
^STGukney.  Let  me,  in  answer,  Mr.  (^lanman — — 

Mr.  Gardner.  Right  there,  I  think  we  ought  to  get  that  clear, 
ifr.  Murdock  interjected  something  there.  The  pass  book  would  go 
ftD  Ottawa—^and  ^t  m  my  recoUection.  The  gentleman  who  was 
at  the  head  of  the  postal  savings  banks  in  Canada  f«Mr  a  long  time, 
retired  for  age,  was  before  this  subcomimtteeayiar  ago,  a-ndprobaWy 
knew  more  about  it  than  could  be  collected  m  any  iijtotwmd  top 
in  Canada.  The  pass  book  may  go  to  Ottawa,  but  what  apidKatam 
has  that  to  a  system  here,  where  the  money  is  not  to  go  to  Ottawa, 
«r  anvwhere  else «    It  is  to  stay  in  the  community. 

Mr"  M'imDOCK.  The  point  at  issue  is  a  false  entry  m  a  pass  book. 
If  a  fakn  etttP^  cotM  be  sucoessful  as  Mgaiiia  ^Jocal  post^tiice,  why 
not  successful  as  regards  Ottannaf 
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Mr.  Gardner.  Because  the  postmaster  seads  the  money  and  the 

pass  book  together. 

Mr.  MuRDOCK.  Yes;  but  this  was  a  claim  for  money  which  was 
deposited.  Here  was  a  case  where  a  man  came  up  with  a  bank  book 
with  a  false  deposit  entry  of  a  SI 00  deposit.  They  admitted  it 
rather  than  dispute  it  witti  him,  and  gave  nim  his  $100. 

Mr.  Gurnet.  About  the  Canadian  system — I  am  cursorily  familiar 
with  it.  I  go  up  there  occasionally.  There  is  no  particular  parallel 
possible  between  conditi<»is  in  Canada  and  ours  here.  In  Canada 
there  is  no  more  fear  of  the  Bank  of  Montreal  or  the  Canadian  Bank  of 
Commerce  than  there  is  of  the  government  itself ;  but  in  the  United 
States  vou  may  let  a  bank  fail  to-day  in  North  Carolina  or  in  Florida, 
or  anywhere  else,  and  the  farmer  in  Nebraska  reads  of  it  iii  his  daily 
paper,  received  bv  rural  mail,  to-morrow ;  and  thus  are  these  independ- 
ent banks  of  the  United  States,  doing  a  noble  work  as  they  are,  sus- 
ceptible to  every  danger  of  this  class.  The  deposits  would  mount 
up  continually.  In  Canada  they  have  reached  about  150,000,000, 
and  they  are  not  growing  particularly.  I  thank  you  ever  so  much  for 
your  attention. 

The  Chairman.  Before  you  take  your  seat,  I  want  to  ask  you  some 
questions. 

•   Mr.  Gurnet.  Yes,  sir. 

The  Chairman.  What  is  your  judgment  as  to  the  Government 
going  into  business,  generally  speaking? 

Mr.  Gurnet.  I  am  most  emphatically  opposed  to  it.  I  have  not 
a  shred  of  sociaUsm  about  my  whole  make-up.  I  vote  the  Republican 
ticket,  but  I  am  a  Democrat,  from  a  Jeffersonian  standpoint.  I  do 
not  believe  this  Government  under  any  conditions  should  go  into 
general  business. 

The  Chairman.  Of  course  you  realize  the  fact  that  the  American 
Bankers  Association,  which  is  appearing  here  in  opposition  to  postal 
saving  banks,  would  be  chained  with  acting  from  selfish  motives. 
Now,  is  your  personal  opposition  to  encouraging  this  ^tem  because 
you  think  it  would  be  iniurious  to  the  banks  or  because  you  think  it 

is  fundamentallv  wrong  ? 

Mr.  GuRNEY.  ' First,  let  me  say  that  we  are  in  a  measure  selfish,  but 
it  is  enhghtened  selfishness,  we  "hope;  and  that  that  which  injures  us, 
since  we  are  a  part  and  parcel  of  the  community,  injures  the  commu- 
nity in  a  predsely  equal  measure.  Now,  as  to  the  other  feature  of 
your  question,  we  beheve  tiiat  we  are  good  American  citizens,  and  we 
Delieve  we  can  see  good  in  anything  even  if  it  might  encroach  upon 
our  own  interests;  and  so  far  as  my  own  feelings  are  concerned,  or 
from  my  observation,  the  feelings  of  those  who  have  worked  with  us, 
we  are  "just  as  patriotic  and  as  unselfish  as  any  other  class  of  people 
can  possibly  be.  We  believe  that  the  enactment  of  this  law  is 
inimical  to  the  interests  of  the  people  at  large. 

The  Chairman.  Presuming  that  the  committee  is  to  report  a  bill 
providing  for  postal  savings  banks,  do  you  think  that  the  rate  of 
mterest  which  will  be  paid  on  deposits  will  make  mj  particular 
difference  in  the  volume  of  deposits  that  will  be  received  ? 

Mr.  Gurnet.  Not  materially;  and  yet,  of  course,  where  the  ques- 
tion of  credit  passes  out  of  the  case,  as,  for  instance,  when  the  Gov- 
ernment receives  a  deposit,  then  the  credit  element  disappears;  then, 
of  coiiiae,  4  per  cent  will  attract  more  money  tlian  3  per  cent  and  3 
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per  cent  more  than  2  per  cent  and  2  per  cent  more  than  1  per  cent. 
Jtt  my  judgment,  if  you  want  to  do  anything,  if  you  ever  want  to 
mvade  this  field  and  receive  deposits,  you  are  doing  enough  for  the 
American  people,  you  are  doing  enough  for  the  depositor,  if  you 
take  this  money  and  keep  it  safely  without  paying  any  interest  on  it. 

The  Chairman.  Are  you  in  favor  of  guaranteeing  bank  deposits? 

Mr.  Gurnet.  No,  sir;  and  yet,  if  you  will  permit  me,  I  will  say 
that  I  have  never  been  so  radical  an  opponent  as  some  men  have 
been.  I  have  realized  the  need,  and  the  right  to  justice,  of  the 
American  people  demanding  more  i>erfect  security  and  safeguard 
for  their  deposits;  but  I  would  acquire  that  by  strengthening  each 
link  by  the  most  rigid  supervision  rather  than  by  diffusing  and 
spreading  the  damac^e;  equalizing — that  is  the  word  I  wanted — 
rather  than  by  equalizing  it  over  a  great  many. 

Mr.  FiNLET.  Which  would  be  the  least  objectionable,  the  postal 
savings-bank  bill  or  a  law  to  guarantee  bank  deposits  ? 

Mr.  Gurnet.  We  do  not  want  either. 

Mr.  FiNUBT.  I  asked  vou  which  would  be  the  least  objectionable. 
Mr.  Gurnet.  Oh,  I  think  from  the  standpoint  of  the  Governnient 
that  the  postal  savings  bank  is  objectionable  from  many  standpoints, 

but  one  in  particular,  being  that  it  is  the  first  step  of  the  Government 
into  the  commercial  field — a  species  of  socialism. 

The  Chairman.  Now,  to  go  further.  Assuming  that  we  report  a 
bill,  I  want  to  ask  you  about  what  should  be  done  with  the  deposits. 
There  is.  but  one  real  primary  reason  for  establishing  postal  sayings 
banks,  and  that  is  that  the  people  require  better  and  safer  facilities 
for  depositing  their  money  tium  are  now  furnished  by  the  banks.  All 
these  after  considerations  as  to  where  the  money  shall  be  depositod 
and  the  methods  of  doing  business  are  simply  side  issues.  Consid- 
ering the  objection  made  that  this  system  might  mean  taking  the 
moneys  away  from  the  communities  where  they  are  deposited,  what 
would  you  say  to  investing  the  moneys  deposited  in  postal  savings 
banks  m  Nebraska  in  Nebraska  state  bonds,  if  the  State  has  bonds 
outstanding,  or  in  county  bonds,  under  certain  restrictions,  or  in 
municipal  bonds,  under  similar  liniitations  t 

Mr.  Gurnet.  Well,  sir,  of  course  that  would  mitigate  the  evil  to 
that  extent. 

The  Chairman.  Do  you  not  think  it  is,  on  the  whole,  bad  general 
business  for  the  Government  or  anybody  else  to  collect  a  la^rge  amount 
of  money  and  make  itself  responsible  for  it  by  depositing  it  around  in 
banks  ? 

Mr.  Gurnet.  Ye^,  I  do.   It  looks  absurd  to  me. 

The  Chairman.  Assuming  that  that  were  done,  and  we,  in  the 
course  of  time,  had  deposited  two  or  three  hundred  millions  in  the 
banks  of  the  country,  do  you  not  think  that  a  movement  would 

be  likely  to  be  made  by  those  who  made  the  deposits  to  have  the  rate 
of  interest  increased,  and  that  it  might  be  increased  unreasonably  as 
the  result  of  congressional  action? 

Mr.  Gurnet,  ihere  is  no  question  in  my  mind  of  the  clamor 
that  would  go  up  from  the  beneficiaries  for  an  increased  rate. 

The  Chairman.  What  aiutwer  could  you  make  to  a  depositor  in 
Nebraska  who  was  getting  2  per  cent  in  a  postal  savings  bank,  when 
he  said  that  the  depositors  in  mutual  savings  banks  in  Massachusetts 
were  getting  4  per  cent  ? 


Mr.  GusNBT.  W«tt,  he  would  ssam  ua^  it.  [haxif^alsv.] 

The  Chaieman.  Assuming  that  th^  k  this,  lazg^  amounulk  Of 

money  lying  in  the  banks,  what  would  be  your  eotmnent  on  thist 
proposition — that  somebody  would  procure  the  introduction  of  a. 
dIU  in  Congress  for  some  development  purpose  which  would  seem 
to  be  of  some  value,  to  provide  for  the  ap})ropriation  it  would  be 
claiin«d  that  the  postal,  savings  baiiks  deposits  were  available,  that 
t^y  were  not  doii^  mjhodj  any  pw^tisidairgood  except  the  bankers, 
so  why  not  take  the  people's  money  and  spend  for  the.  hmeSiM'^ 
the  people  ? 

Mr.  FiNLEY.  For  the  development  of  a  public  purpose  ? 

The  Chairman.  Yes,  I  am  talking  about  a  public  purpose. 

Mr.  GuKNEY.  Let  me  answer  in  this  way.  John  K.  Walsh  is  in- 
the  penitentiary  down  at  Leavenworth,  and  his  crime  was  taking* 
money  that  was  deposited  with  him  and  constmcting  a  railroad 
with  it .  That  states,  in  a  few  wtMcds,  what  he  did^iiiid  the  Government 
sent  him  to  the  penitentiary;  and  yet  this  proposal^  which  will 
inevitably  come  up,  is  thet  uie  United  States  GeVemaunt  will  by 
enactment  of  law  do  the  very  identical-  thing  that  they  sent  Walsil  to 
the  penitentiary  for.  We  will  take  those  deposits  which  we  have, 
pi-omised  to  pay  on  demand,  instanter,  any  minute,  and  build  canals; 
and  irrigation  projects  and  conduct  various  schemes  of  public 
improvement. 

Mr.HAMBS.  Hold  on,  these ;  do  not  touch  those  irrigation  projects; 

Mr.  Smith,  of  Ct^^eana.  There  is  a  proposition  which  is;  imog 
pressed  ea  Congress  very  forcibly  indeed  at.  the  ^Resent  time,  to  g« 
into  a  project       w91  «aiH  Hor  %7m,0QS^m  t^  buy  the  AppakwUan 

jMEountains. 

Mr.  MuRDOcK.  To  buy  the  momitains  ? 
Mr.  FiNLEY.  And  the  White  Mountains. 

The  Chaikman.  Let  me  finish  my  line  of  questions.  Have  you 
money  enough  in  the  Nebraska  hanks  to  pcojiierly  supp^  the  huttr 
ness  needs  of  Nebraska  ? 

Mt..  Qsmmmf  .  We  hamrea<iied  a  point  whei»  we-  ha^e  just  ahaut 
enough.  In  the  summer  time  we  send  wn^  Mid  get.  eastern  papmr 
now,  largely,  and  in  the  winter  time  we  i»disooimt.  We  boaniew 
from  the  East,  but  we  have  nearly  reached  that  stage  of  equilibrilint 
where  we  take  care  of  ourselves. 

The  Chairman.  You  stated  that  if  the  Government  deposited 
with  you  S10,000  some  night,  what  you  would  do  with  it  would  be 
to  send  it  to  a  money  center;  that  that  was  probably  what  you. 
would  do  with  it  ? 

Mr.  Gxnmm.  Yes. 

The  GhsUBMan.  You  would  send  it  to  Chicaga  es  New  Yock  I 

Mr.  GuRNEY.  Yes. 

The  Chairman.  Is  not  that  where  surplus  money  would  go  at  any 
time? 

Mr.  Gurney.  Yes,  sir.  I  was  not  decrying  that  policy.  That  is 
as  natural  as  it  is  for  the  water  of  a  river  to  flow  to  tlie  sea. 

The  Chairman.  Ye&.  Now,  assuming  that  this  money  is  depos- 
it«d  by  the  Goverameiit  in  the  banks  of  Nebraska,  and  they  have 
more  money  than  them  need,  it  is  not  going  to  be  specially  bene- 
ficial to  the  people  of  Nebraska  because  that  mone;^  is  d^Moeiliedr 
there.    It  is  going  where  the  best  use  can  be  made  of  it,  is  it  not-t^ 


Mr  Gurney  That  is  the  only  reasonable  solution  that  1  can  see, 
that  it  Aould  be  sent  where  there  is  the  utmost  use  for  it. 

The  ^Am^  ^  whea  you  need  money  m  Nebraska  yoit 
rediscount  something  yott  hew  witk  aii  eastern.  banJtf 

Mr.  Gurney.  Yes.  *  *  w^i 

The  Chairman.  In  other  words,  money  is  aP* J®.  .[Jf 
wherever  it  is  deposited  ?    It  would  not  make  a  Pa^ticte^  of  «ei»M* 
on  the  whole  whether  tliat  money  was  all  deposited  m  New  Yorfe 
and  Chicago  or  in  Fremont,  Nebr.,  would  it?  ,  .     i  4. 

Mr  (^n^isr  No,  sir;  not  looking  at  it  from  a  broad  standpoint 
W.  fS^:  U  &  anythmg^  this  bill,  No^  5876,  as  it  has 
passed  the  Senate  to  pie wt  any  admimstrsAion— I  mean  a  national 
Uministration,  of  courae-from  preaoobuiff  suob  rules  and  reguk. 
tions  as  would  inevitably  i-esult  in  taking  the  greater^  ^  ^ 
deposits  in  postal  savings  banks  out  of  smaU  <»iBiimmtaj»  «^ 
of  counties  and  largely  out  of  States,  and  finaUy  c^nten^^  thosei 
deposits  in  other  States  and  in  money  centers  like    ew  \  ork  Chicago, 
ai^  Phila«lelphia ?    Is  thece  anything  that  would  prevent  that? 

Mr  GUENBT.  Well,  sir,  you  ought  to  know  better  than  I  do.  but 
my  i^presatott  is,  distiiietlsr,  that,  aagr  awsceeding  Congress  can  pass 

anv  kind  of  legislatiswii.  „     .  .  ,  1.  j 

Mr.  Finley  I  am  speaking  of  the  fcattaait  is  beioie  us,  aa  it  passed 

Gurney.  The  bill  as  it  has  passed  the  Senate  proTide»for  tii» 

local  deposit  of  those  funds.  ,   .  ,  •        1  , 

Mr.  FiNLB¥.  And  wW.  ifl  to  prevent  theu-  being  rwdeposited  some- 

Mb.  QimVKX.  Nothing.  They  wiU  be  so  deposited  Ab  the  chair- 
man has  said,  fk  m  iu^  lik»  water  seeking  '^^...^'^.''JZ^^  J'^J^t^ 
succeeding-  session  of  Congress  tilene.  wiU  be  bills  mtax)duoed  for  the 
disposition  of  this  money,  so  that  it  wtt  always  mder  the  wtention 

.  of  it  locally  impossible.  .  ,    ,         1  ^  •  x  * 

Mr  Finley.  In  the  administration  of  the  law,  w;hat  is  to  prerwit 
that  iaemg  done  under  this  bill?    That  is  my  question. 

Mr  toNEY.  Oh,  yes.  Well,  I  would  say  that  this  bill  attempts 
something  in  the  way  of  pinning  down  tlie  money  m  the  local  town. 
Wbh  Sd«»  W»pecli  for  ^n&eSB  and  lor  the  President,  neither  Con- 
gress nor  the  PrSent  can  contravene  thft  aafairal  h^w  of  auw)ly  and 
Smand  that  regulates  the  money  mai^et.  ^.      .  ^ 

Mr  Finley.  I  understand  that,  but  the  Executwe^.  m  the-  atteim- 
iatration  of  the  law,  will  prescribe  rules  and  reguIatioBS; 

£  FmLEY.  l/that  event,  if  they  preaorakd  stocks  and  bonds 

titafe  ware  lia4ed  

Mr.  QcBifST.  Yes.  ,  ,  1 

Mr.  FnfftBT  (oc»til»lUlg).  Or  that  w«»  covered  bv  certain,  desig- 
nations as  to  standing  and  stabitifcy,  md  so  on,  would  or  would  not 
your  small  towns  in  Nebraska  ha^e        clese  of  secsuntiesto  offiw? 

Mr  Gurney.  They  would  not  have  that  dass  olsaenratie^  aiMl  to 
aU  intents  and  purposes  they  would  be  shut  out  of  the 
tumplated  in  one  of  the  sections  of  this  bill  except  as  some  bond  com- 
nanv  miidiit  step  in  and  put  up  the  deposit. 

iSoBi:.  L  asked  yoa  that,  question  in  regard  to  the  provision 
of^^  biU,.w!hieh  iMgafd  as  nomiiiai,  km  uatommg  the  deposit  m  the 


community  where  it  is  made.  I  ask  you  if  there  is  anything  in  the 
bill  as  it  is  before  lis  that  would  prevent  the  redeposit  of  the  funds 

elsewherejin  the  administration  of  the  law,  or  that  would  prevent  the 

{)rescribing  of  rules  and  regulations  for  your  small  towns  that  to  a 
arge  extent  the  small  towns  of  Nebraska  could  not  come  up  to? 

Mr.  GuRNEY.  1  think  that  is  not  only  possible  but  probable,  that 
the  requirements  adopted  by  the  Post-OflBice  Department  would  be 
such  as  to  compel  the  redeposit  of  funds  elsewhere. 

Mr.  MuBDOCK.  You  have  tf^en  Arlington.  Nebr.,  as  a  t^mical 
town  of  500  people,  with  two  banks,  and  you  nave  stated  that  if  the 
postal  savings-bank  institution  was  adopted  by  the  Government, 
$10,000  deposited  in  the  post-office  at  Arlington  would  come  out  of 
the  local  banks.  I  do  not  agree  with  you  in  that,  at  all.  I  think 
that  the  postal  savings  bank  would  develop  money  that  is  not  now 
in  banks;  and  along  that  line  I  wont  to  ask  you  these  questions. 
I  d9  not  know  whether  you  ean  answer  them  exactly,  or  not.  If 
you  can  answer  ^em,  even  approximately,  I  wish  you  would. 

What  proportion  of  the  population  of  a  town  uke  Arfington  are 
depositors  in  banks  ? 

Mr.  GuRNEY.  Let  me  say,  first,  that  I  selected  the  town  of  Arling- 
ton because  the  name  began  with  the  letter  A,  and  not  that  I  thought 
it  was  a  fair  sample.  It  is  in  a  very  rich  country,  and  I  have  gone 
out  and  clerked  farm  sales  among  the  people  outside  of  Arlington, 
and  taken  in  $3^000,  and  not  taken  in  enough  cash  to  pay  the  auc- 
tioneer. They  regard  the  biyiks  there  very  highly,  and  everybody 
deposits.  A  very  large  per  cent  of  the  people  there  depNOsit  m  the 
banks.  Now,  I  could  name  some  other  towns Vhere  that  is  not  true. 
For  instance,  take  Ponca,  where  the  First  National  Bank  broke  up 
and  paid  3  cents  on  the  dollar.  There  a  very  much  smaller  per- 
centage of  the  people  deposit  in  banks. 

Mr.  MuHDOCK.  Do  you  think  75  per  eeai  of  the  population  are 
depositors  ? 

Mr.  GuBNET.  Do  ^ou  mean  75  per  cent  ^  the  total  population — 
men,  women,  and  children? 

Mr.  MuRDOCK.  Yes. 

Mr.  Gurnet.  That  would  be  a  pretty  hi«:h  percentage. 

Mr.  Mltrdock.  You  do  not  think  it  would  be  that  much  ^  I  just 
wanted  to  get  an  approximate  idea. 

Mr.  Gurnet.  I  would  say  that  75  per  cent  of  all  the  adult  maJb» 
would  be  depositor  ? .  ' 

Mr.  MuBDOGK.  what  percentage  of  the  population  of  the  average: 
Nebraska  town,  like  Arlington,  are  borrowers  from  the  banks? 

Mr.  Gurnet.  That  is  an  awfully  hard  question  to  answer.  I  do 
not  know.    The  more  enterprising  a  town  is,  it  seems  hke  the  freer 

Eeople  are  to  borrow.    I  would  say,  though,  that  the  percentage  of 
orrowers  is  less  than  the  percentage  of  depositors  by  quite  a  bit, 
everywhere.    That  is  only  a  wild  guess. 

Mr.  Llotd.  Are  there  any  considerable  number  of  the  pec^le  m . 
Nebraska  who  want  a  postal  sayingsr-bank  law  9 

Mr.  Gurnet.  Well,  now,  you  will  pardon  me  for  making  a  state-^ 
ment  which  I  do  not  intend  to  sound  narshly,  but  my  honest  opinion 
is  that  the  only  people  of  Nebraska  who  want  a  postal  savings-bank 
law  are  the  people  who  have  been  sort  of  curried  to  it  through  the  idea 
of  political  necessity.   I  mean  that  it  is  a  good  talking  point. .  I  have 
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never  seen  a  man  in  Nebraska  yet  who  said, '  'I  want  a  postal  savings- 
bank  law  for  myself."  I  have  seen  men  who  desire  postal  savings 
banks  for  the  benefit  of  their  neighbors,  but  never  did  I  see  a  single- 
human  being  in  Nebraska  or  elsewhere  who  said,  ''It  would  accom- 
modate my  desires  and  my  convenience  if  we  cotdd  only  have  a  postal 
savings  bank."  . 

Mr.  Lloyd.  Is  there  not  a  considerable  per  cent  of  your  people  who,, 
if  asked  the  question  whether  they  were  favorable  to  a  postal  savings 
bank,  would  say  Yes?'^ 

Mr.  GuRNEY.  Yes,  sir.  Frankly,  I  would  say  that  I  suppose  three- 
quarters  of  all  the  people  of  Nebraska  would  untiiinkingly  say,  ^^lU 
sounds  pretty  good."  They  would  say,  "  It  sounds  all  right."  They 
do  not  realize  what  it  is. 

Mr.  Lloyd.  You  do  not  mean  to  convey  to  this  committee  the^ 
impression  that  the  people  of  Nebraska  are  favorable  to  it? 

Mr.  GuRNEY.  Yes;  in  this  sense;  that  they  have  never  deeply 
studied  the  matter^  and  their  impressions  are  only  of  the  vaguest 
general  nature. 

Mr.  Llotd.  Only  25  per  cent,  you  tiiiink,  of  the  people  in  Nebra^ft 

oppose  it  ?  ' 

Mr.  Gurnet.  Well,  there  is  no  considerable  per  cent  of  people  in- 
Nebraska  that  are  in  favor  of  it  nor  that  are  opposed  to  it,  or  that 
care  two  whoops  what  you  do,  except  that  if  you  asked  them  they 
would  say,  ^'Oh,  I  guess  it  is  all  right.  It  sounds  pretty  good  to 
me,"  and  so  forth,  •  ■ 

iir.  Gaedner.  Not  for  their  own  use  ? 

Mr.  Gurnet.  I  never  saw  a  man  who  wanted  it  for  his  own  use^* 
except  the  postmasters.   It  would  come  in  handy  to  them. 
Mr.  DoDDS.  Going  back  to  the  $10,000  deposit  in  your  bank:  Yinj^ 

say  if  that  money  was  left  with  you  in  that  way  you  would  send  it  to 
one  of  the  banks  in  the  larger  cities?  ^ 

Mr.  GuRNEY.  Naturally;  because  I  have  not  the  facihties  to  take^ 
care  of  it  at  home. 

Mr.  DoDBS.  That  money  would  be  sent  th^e  and  would  stand  to 
your  credit  with  that  bank  ?  ^' 

Mr.  GuBNBY.  Yes.  < 

Mr.  DoDDS.  And  if  you  happened  to  want  to  use  it  the  next  day  it 
would  be  at  your  command  ?  • 

Mr.  GuRNEY.  Yes,  • 

Mr,  DoDDS.  Now,  other  things  remaining  the  same,  that  money 
deposited  with  you  and  sent  to  the  city  bank  would  be  substantially 
on  deposit  in  your  bank,  would  it  not  ? 

Mr.  Gurnet.  Oh,  yes.    I  think  your  point  is  veiy  good. 

Mr.  DoDDS.  Your  money  would  be  ri^nt  with  you  all  the  time,  jus^ 
the  same  as  if  it  stayed  in  your  hands  all  the  time  ?  '  ^ 

Mr.  Gurnet.  Yes;  except  this:  Suppose  you  are  a  state  banker 
in  youi;  town  and  I  am  a  national  bank,  and  you  are  loaned  up  close 
and  some  of  your  customers  draw  out  $10,000  that  you  need  sorely 
to  take  care  of  your  trade,  and  they  bring:  it  to  me  and  I  am  already- 
pretty  well  hooked  up  for  money,  and  I  have  got  it  in  New  York,,  hat 
that  does  not  help  you  out  to-dav. 

Mr.  Dom>is.  It  does  affect  the  banks  jelatively  ?  ,  *  ' 

Mr.  GuMCEY.  Yes. 
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DcpM.  But  the  result  to  the  cominuiuty  wpulti  be  the  same  ^ 

lb.  Gurnet.  Yes;  ihe  result  Ip  the  community  woi^gL  lie  tim 
lEmnM.    It  would  be  subjeot  to  dieoli.  ^ 

Mr.  Small.  You  stated  that  the  tendency  of  money  wm  m 
^lere  the  demand  for  it  existed  ? 

Mr.  GiTRNEY.  I  think  that  is  universally  true. 

Mr.  Small.  On  the  same  theory,  as  you  illustrated,  that  water 
seek  its  level.  Now,  did.  you  mean  for  us  to  draw  the  infer- 
ence from  that,  that  in  your  opinion  there  was  no  necessity,  in  a 
postal  sayings-bank  bill,  to  include  any  provision  whereby  the 
money  should  be  primarily  deposited,  in  loc^.bai^,  aiid  tbat  tht 
aaruie  purpose  would  be  subserved  by  omitting  any  provision  of  tha^ 
kind  and  leaving  it  to  the  discretion  of  the  National  Govenmieot  ? 

Mr.  Gurnet.  Will  you  let  me  reply  in  this  way,  that  as  a  banker, 
if  I  were  looking  out  for  the  selfish  interests  of  all  my  banker  friends 
tttrou^Qttt  the  United  States,  I  would  most  certainly  ask  that  you 
llttst^  present  pjwfision  stand,  providing  for  the  deposit  of  moneys 
locally,  on  the  theory  that  half  a  loaf  to  them  is  better  than  no  bread  ? 
H  you  ask  me  as  a  studeiy;  of  .m»B«tarj  affaixs,  then  I  say  it  is  rather 
ridiculous  to  be  trying  to  corral  your  money  and  keep  it  locally,  mm> 
ttiat.the  only  sensible  thing  for  the  Government  of  the  United  St^es 
to  do  would  be  to  do  just  Hke  they  do  in  Canada,  send  the  money  OMta 
heml  centers  and  to  invest  in  the  bonds  erf  the  Government  itself. 
'Bhat  would  be.  my  judgment  of  it . 

Mr.  Small.  Assummg,  as  a  monetary  proposition,  that  last  to  be 
cwrect,  and  that  the  money  would  eventually  go  where  the  demand 
^jjists,  and  Uiat  if  themeaey  were  deposited  itt  some  governm^tal 
center  or  financial  ceater,  li  would  go  out  to  meet  the  demwifr 
throughout  various  parts  of  the  country,  would  there  not  be  a^eertsin 
d^^ree  of  expense  entailed  in  the  original  deposit  at  this  CMitw,  and. 
then  getting  it  back  into  the  locahties,  so  that  t  he  expense  and  the 
.  ipcoBvenience  to  the  locahties  vvould  b©  increased  before  the  money 
actually  got  into  circulation  again  ?  ,  , 

,  Afe,  GjDBNBY.  I  think  so.  I  thimk  the  expense  and  the  incon- 
venience of  that,  which  you  speak  of,  has  never  been  really  ade- 
quately comprehended  by  the  ordinary  student  id  the  matter;  tl)!p.t 
whether  you  attempt  to  deposit  the  mooeys  locally  or  whether- you 
make  investments  in  the  money  centers  nevertheless  the  mtrusKWi  <rf 
this  method  will  cause  the  transfer  of  funds  back  and  forth  and 
e«.pense  and  inconvenience  W  the  pubhc  and  to  the  borrowers  which 
i^.h^vpry  great,  indeed.  , 

Mr.  Small.  And  imless  there  should  exist  a  reciprocal  demand,  so 
as  to  avoid  .tb«  necessity  of  the  transportation  of  tb^  aetMAl  currency 
itadl.  iMt  woiild  be  an  additional  expense? 

^iK  Gurnet.  Yes.  life*  ChairmaB,  before  you  take  your  recess^ 
and  because  I  might  forget  it,  I  just  want  to  dear  up  one  little  point. 
The  gentleman  here  asked  me  bow  large  a  proportion  of  the  people  0$; 
Nebraska  would  be  favorable  to  the  postal  savings  bwak.  I  wanted 
te  illustrate  it.  T  went  last  year  to  the  meeting  of  the  State  Associa-- 
t^on  of  Commercial  Clubs  of  Nebraska,  and  some  gentleman  got  up 
and  introduced  a  resolution  indorsmg  postal  savings  banks,  and  the 
chairman  said  "All  in  favor,  say  'Aye,'"  and  the  whole  house  was 
going  to  vote  unaniinously  in  favor  of  it  until  I  gotup  fkOid  toW.  them  A 


would  like  to  sta4»  my  objections,  and  when  I  got  through  they  voted 

the  other  way.  Now,  I  am  not  putting  that  as  any  illustration  of  my 
prowess,  but  of  the  thoughtlessness  of  many  people.  They  think  it  is 
a- good  thing. 

The  Chaibman.  Let  me  put  ^Ir.  Lloyd's  question  in  another  way. 
Supposing  you:  opposed  postal  savings  banks  and  you  and  another 
maav  eqpidlly  weliposted,  made  a  canvass  in  Nebraska,  spoke  in  everyi 
village  and  every  town,  so  that  the  people  wouJd  be  tbtnnu^y 
informed  on  the  subject;  assuming  that  to  have  been- done  and;  wukm 
the  vote  taken,  how  many  people  do  you  think  would  be  in  favor  oi 
and  how  many  opposed  to  postal  savings  banks? 

Mr.  GuRNEY.  Let  me  say  that  if  that  canvass  were  to  occur  up 
around  Milwaukee  avenue,  in  Chicago,  T  would  be  doubtfid  about  the 
oitttcoBie;  hut  i£it  were  to  occur  in  Nebraska  I  am  satisfied  that.  I  or 
aajf  otiiev  mMsn  who-  m  posted  and  has  given  it  any  thou^t  oan-  ndii^ 
ijOB  otber  fi^low. 

Mr.  SVAB90BD:  Why  do  you>  except  the  dsmumnm  of  MiiwiMik<w 

avenue  ? 

Mr.  GuBNEY.  Because  there  are  lots  of  Poles  and  other  foreigners 
up  in  that  neighborhood  who  were  caught  in  that  bank  failure,  and  of 
oouree  they  are  pretty  sore. 

Mr.  Stafford.  Is  not  that  the  strongest  argument  in  favor  of  the 
pcetal  sa/vings  baoks,  that  it  affords  security  for  the  savings  of  the 
poor  pefliMiaiiiio  can  not  teke  the  risk  of  the  failure  of  private  bankfrl 

Mn-GimKBr.  i  bdieve  there  are  Iot»  06  aUmt^  sturdy,  and re^ieal^ 
able  A-meriean  people  who  are  the  bone  and  smew  ol<  Utis-  eoo^y, 
that  you  ought  to  consult,  too,  and  I  think  that  instead  of  tryuig  thab 
method  on,  you  can  better  the  banks  we  already  have.  I  think  the 
public  is  entitled  to  more  security. 

•  Mr.  DoDDS.  What  per  cent  of  the  deposits  in  banks  in  this  country 
ace  lost  to  tjie  depositors;  do  you  know  about  what  per  cent  ? 

Mr.  Gurnet.  It  was-figurecf  a  year  ago,  aiid^X  had  the  figures,  that' 
lew  at  period  ofi  tim  ia  Nebmska  the  loes  was  at  the  rate  of  $7.50* 
per  $100,000'  per  year.  We  ha^  had  very  few  f ttilurea  im^  Nebraska. 
In  the  whole  United  States  it  is  figured  at  one  twentynsixtfa  0$  I  per 
cent,  which  is  at  the  rate  of  about  S23  per  $100,000. 

Mr.  DoDDS.  Over  the  same  period  ? 

Mr.  GuRNEY.  No ;  I  think  that  was  for  forty  years,  ever  since  the 
national  banks  have  been  in  existence.  Those  figures  rofer  ta 
^a^ioffa^t  hiiiiirn 

^^^^^^^^^^^^^^^  ^^^^^^^^^P  '      ^^MT^^^^^^^^^^^^^^^-  ^ 

(At  1  o^clock  p.  m.  a  recess  was  taken  until  2.30  o^clock  p-  ra.) 

AFTER  B£C£SS. 

The  committee  reconvened  at  2,30  o'clock  p.  m.,  Hon.  Jokn  W. 
Weeks  (chairman)  presiding. 

Mr.  T16TBR.  Mr.  Chairman,  we  will  introduce  next  Mr.  William  R. 
@^r,  of  tHe  O^eUtnd  dyings  and  Loan  Company,  of  derdand. 
(ykioy  ptesidenf  of  the  savmgs  bank  section  of  the  American  Bankor ' 
Association.  He  will  speak  to  you  particularly  in  reference  to  that 
part  of  this  question  that  deals  with  the  foreign  situation  at  home  and 
.    abroad:  - 
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STATEMENT  OF  ME.  WILLIAM  E.  CEEEE,  OF  CLEVELAND,  OHIO. 

Mr.  CitE£B.  Mr.  Chairman,  if  I  may  be  permitted,  I  would  like  to 
say  a  few  words  on  something  that  has  been  brought  up  by  inquiries, 
before  confining  myself  to  that  point  which  I  paitieulaily  wish  to 
bring  to  your  attention.  These  points  were^  bro^ht  out  by  aues* 
tions  of  members  of  the  committee  this  morning.^  In  the  first  j)lace, 
ex-Postniaster-Geneial  von  Meyer,  in  the  compilation  of  statistics 
regarding  the  savings  of  the  United  States,  has  seen  fit  to  confine 
himself  to  those  institutions  organized  under  the  New  York  and 
Massachusetts  laws,  commonly  known  as  trustee  or  mutually  savings 
banks.  The  savings-bank  section  of  the  Ameiican  Bankers'  Associa- 
tion during  the  past  two  years  have  made  r^id  inquiry  in  the  vaiious 
States,  of  the  banking  commissioner  where  such  a  banking  commis- 
sioner existed,  and  of  the  auditor  of  state  or  the  secretary  of  state 
where  there  was  no  banking  de])artment,  with  a  view  to  ascertaining 
what  the  existing  savings-bank  laws  were  in  the  State,  and  what  the 
trend  of  public  opinion  was;  and  it  was  interesting  to  the  members 
of  that  committee  from  Massachusetts  and  Connecticut  to  find  not 
only  that  there  were  not  any  mutual  savings  banks  in  the  western 
and  southern  parts  of  the  United  States,  but  that  there  were  no  laws 
providing  for  those,  and  that  there  was  a  definite  public  sentiment 
against  them  for  that  reason,  the  feeling  being  prevalent  that  inter- 
ested beneficence  was  much  more  safe  to  the  general  depositor  than 
disinterested  benevolence;  in  other  words,  that  a  capitalized  savings 
bank  where  the  stockholders  had  something  at  stake  was  more  con- 
ducive to  the  interests  of  the  depositors  than  a  board  of  trustees  who 
bad  no  financial  interest,  either  in  the  way  of  investment  or  com- 
pensation.   So  much  for  that  question. 

The  statement  of  Mr.  von  Meyer  to  the  last  Congress  was  to  the 
effect  that  the  rate  of  interest  suggested  by  the  Government  would 
be  competitive  with  savings  banks  already  existing.  I  wish  to  call 
your  attention  to  a  peculiar  situation  in  the  State  of  Ohio.  Unlike 
those  in  New  England  and  New  York,  savings  deposits  are  not 
exempt  from  taxation  in  the  State  of  Ohio.  In  the  city  in  which  I 
reside  our  tax  rate  is  3.32  this  year  on  an  appraisal  of  about  60  per 
cent,  and  that  is  the  basis  upon  which  bank  stocks,  nioneys,  and 
deposits  are  placed.  If  you  wUl  figure  60  per  cent  on  a  deposit  of 
$2,000,  and  ngure  the  tax  on  that  at  the  rate  of  3.32,  you  will  find 
that  you  have  got  2  per  cent  or  a  little  better.  The  prevailing  rate 
there  is  4  per  cent.  If  a  man  is  sufficiently  honest  to  return  his 
deposits  in  a  savings  bank  for  taxation  he  would  get  just  as  much 
net  if  it  were  deposited  with  the  Government  at  2  per  cent  as  in  the 
local  bank  at  4  per  cent,  and  that  there  are  men  sufficiently  honest 
to  return  their  savings  deposits  for  taxation  is  probably  one  reason 
why  the  eyes  of  the  country  still  turn  toward  Ohio  for  presidential 
timber-  In  the  argument  of  Mr.  von  Meyer,  to  which  I  shall  confine 
myself  almost  exclusively,  he  says  that  the  foreigner  is  in  the  habit 
of  going  to  the  post-office  in  his  home  country  to  deposit  his  money, 
and  therefore  he  looks  to  the  post-office  in  this  country  as  a  depository 
for  Ills  funds,  and  it  would  be  a  convenience,  and  the  money  would 
be  brought  out  of  hiding  and  would  be  kept  from  being  sent  abroad 
to  be  deposited  in  continental  postal  savings  banks  or  other  banks^ 
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There  are  two  classes  of  foreigners,  which  we  might  class  as  the 
assimilated  foreigner  and  the  unassimilated.  We  have  foreigners 
who  come  here  to  make  this  their  permanent  home,  to  become  Ameri- 
can citizens,  to  become  a  part  of  this  country.  We  have  those  here 
who  come  here  ofttimes  in  the  early  spring  and  return  in  the  late 
fall,  who  have  no  ambition  for  American  citizenship  and  no  thought 
of  permanent  homes  in  this  country.  Let  us  turn  to  the  first  class 
for  a  moment.  These  speedily  take  up  American  ideas  and  adapt 
themselves  to  our  institutions.  They  have  deposits  in  our  existing 
banks  and  they  patronize  them,  and  they  not  only  do  that  but  they 
organize  banks  of  their  own.  If  you  wiU  think  for  a  moment  of  the 
Hibernian  Banking  and  Trust  Company  of  New  Orleans,  the  Hiber- 
nian Banking  Company  of  Chicago,  and  the  Hibemia  Savings  Bank 
of  San  Francisco,  it  shows  you  how  our  Lrish  population  adapt  them* 
selves  to  American  ideas,  organize  their  own  banks,  and  show  their 
enterprise  and  thrift  as  well  as  their  clannishness.  Names  such  as 
the  Germania  Bank,  the  German-American  Bank,  and  the  National 
German-American  Bank  are  familiar  on  signs  in  a  great  many  of  the 
cities  of  the  United  States,  and  they  are  not  only  found  in  Milwaukee 
and  Minneapolis  and  St.  Paul.  The  German  population  needs  no 
paternal  government  to  teach  it  the  lesson  of  tlum.  It  is  abundantly 
able  to  take  care  of  itself  in  a  banking  way.  The  thrift  of  the  Ger- 
mans is  proverbial.  All  through  the  JJorthwest,  from  the  Lakes  to 
the  Pacific  coast,  we  find  in  different  towns  and  cities  such  banks  as 
the  Scandinavian  Savings  Bank,  the  Scandinavian  Bank,  the  Swedish- 
American  National  Bank,  and  the  Swedish  Savings  Bank;  and  our 
Scandinavian  friends  are  abundantly  able  to  take  care  of  themselves, 
because  they  hot  only  patronize  the  existing  banks,  but  this  evidences 
that  they  are  organizing  their  own  banlra,  and  these  banks  are.  or- 
ganized and  capitalized  and  officered  by  men  of  their  own  nationality* 

Allow  me  to  diverge  for  a  moment.  The  savings  of  the  State  of 
Ohio  are  largely  taken  care  of  by  trust  companies  and  savings  avsso- 
ciations.  Savings  associations,  Mr.  Chairman,  are  in  Ohio  similar  to 
your  cooperative  banks  in  Massachusetts,  although  they  do  not  have 
some  of  the  hmitations  imposed  in  Massachusetts.  In  Cleveland  we 
have  the  Magyar  Savings  and  Loan  Company,  a  Unitarian  institu- 
tion. We  have  savings,  building  and  loan^  companies,  Bohemian 
organizations,  and  we  have  other  German  institutions*  We  have 
the  German-American  Savings  Bank,  and  we  have  one  bank  whose 
clientele  is  very  largely  made  up  of  Italians.  One  of  these  savings 
institutions  has  more  than  a  million  dollars  of  deposits,  and  all  of 
them  use  their  funds  exclusively  for  loaning  to  their  friends  and 
neighbors  for  the  buildiiig  of  homes. 

The  Chaieman.  Are  they  all  incorporated  under  state  law  ? 

Mr.  Cbebr.  They  are  all  incorporated  under  the  state  law,  sub- 
ject to  state  inspection.  In  fact,  before  our  general  banking  code 
was  enacted  these  savings  societies  had  been  under  state  supervision, 
through  the  insurance  department,  for  twenty  years.  Tliese  benefi- 
cent institutions,  which  produce  the  finest  product  that  this  country 
has — American  homes — have  received  very  little  consideration  at  the 
hands  of  the  American  people  or  the  American  Congress.  It  is  as 
long  ago  as  1893  smee  any  governmental  statistics  were  griven  of 
these  institutions^  when  1^.  Carroll  D.  Wright  was  Commissioner  of 
Labor;  and  yet  the  savings  in  this  form  of  institution  are  infinitely 
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greater  than  in  the  postal  department  of  Great  Britain.  There  are 
5,500  of  these  institutions  in  the  United  States.   They  do  not  appear 

even  in  the  figures  of  your  monetary  commission.  They  have 
2,000,000  members.  Thej^  have  almost  n  billion  of  dollars  in  sav- 
ings. These,  as  I  sa}--  again,  gather  the  savings  of  the  thrifty,  and, 
having  gathered  them,  reinvest  them  in  the  community  in  which  the 
saving  are  made,  and  the  result  is  the  finest  product  of  this  republiq, 

Amencan  homes.  ...        , .  , 

Mr.  Lloyd.  Whwe  do  you  get  your  statistics  for  making  that 

statement  ?  .     ,  ^  *  t%  -i  i 

Mr.  Creer.  From  the  statistics  of  the  National  League  of  Build- 
ing and  Loan  Associations.  These  associations  are  known  as  savings 
associations  in  some  parts  of  the  United  States.  In  Massachusetts 
they  are  known  as  cooperative  banks.  In  the  south  they  are  known 
as  homestead  associations. 

We  come  now  to  consider  the  second  class  of  the  foreigners.  You 
wiU  understand  that  the  conditions  in  this  country  are  infinitely 
different  from  those  in  continental  Euro|9e.    There  are  almost  no 
facilities  in  private  banks  or  savings  institui»0lis  in  some  of  those 
countries  for  the  reception  of  savmgs.    Take  Italy,  for  instance. 
There  are  only  a  little  more  savings  m  all  the  other  institutions  in 
that  country  than  there  are  in  the  postal  savings  banks,  and  the 
postal  savings  banks  have  a  little  over  $200,000,000.  Congress 
supposedly  enacts  laws  for  the  benefit  of  the  citizens  of  the  United 
States  and  not  for  ikt»  benefit  of  the  <atizens  of  other  countries.  As 
T  said  before,  many  of  this  second-mentioned  class  of  foreigners 
come  here  in  the  spring  and  return  again  in  l^e  fall,  taking  their 
money  with  them.    Mr.  von  Meyer  was  concerned  about  the  lar^e 
amount  of  money  sent  abroad  by  postal  orders.    A  car«^l  ana,ly8is 
of  the  postal  savings  banks  abroad  and  the  amount  transmitted 
through  the  post-office  will  show  you  that  it  is  only  a  compara- 
tively small  amount  that  can  find  its  wav  into  the  continental  postal 
savings  b^ks.    Take,  for  mstance,  the  year  1908.    We  are  told 
that  m  that  year  $20,000,000  worth  of  money  orders  were  purchased 
in  this  country  to  be  sent  to  Ausfaia-Hungary.    In  the  postal  bank 
of  Italy  there  was  in  the  same  year  an  increase  of  about  $12,000,000. 
As  the  interest  credited  to  the  accounts  in  the  post-office  for  that 
year  amounted  to  $8,000,000,  there  was  a  net  increase  in  deposits, 
as  you  will  see,  of  but  four  millions,  or  20  per  cent  of  the  amount  of 
post-office  orders  purchased  here  for  transmission  to  Italy,  and  I 
tliink  it  is  safe  to  assume  that  part  of  the  Italians  who  stay  at  home 
m9k&  some  of  the  deposits  in  the  post-o%e  banks  m  then-  own 
country.    Sixteen  million  dollars  were  sent  to  Austria-Hungary. 
The  increase  in  the  deposits  in  postal  savings  banks  for  that  year 
was  $4,000,000.    Apply  the  same  analysis,  deduct  the  interest  from 
the  increase,  and  vou  can  readily  see  that  but  a  small  proportion  m 
the  money  sent  abroad  found  its  way  into  the  postal  savings  banks 
of  that  country.    Let  us  look  at  this  thing  sensibly  for  a  moment. 
We,  gentlemen,  are  acquainted  with  the  average  immigrant  who 
eomes  here;  and  how  does  he  come  ?   He  comes  m  the  steerage  to 
tills  country.   Sometimes  he  is  unmarried;  sometimes  he  is  mar- 
ried ,  sometimes  he  has  had  the  money  advanced  to  him  by  fn^ada 
and  relatives  at  home  to  pay  even  his  pass««e  money  that  hrought 
him  here,  and  he  of  necessity  repays  that  debt.    If  a  man  has  l«t  a 
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family  at  home,  there  is  only  one  place  where  his  money  ought  to  go, 
and  that  is  back  for  the  support  at  that  famUy.  .And  is  not  this, 
after  all,  the  reason,  the  principal  reason,  for  a  con^raWe  amcMmt, 
the  large  majority,  of  the  postal  money  ord^  that  9to  wem  4o 

tinental  countries  ?  ,  .     ,  e  j. 

The  Chairman.  How  would  you  explain  the  reason  for  taking 
out  postal  money  orders  in  cases  where  the  money  is  not  transferrcd>? 

Mr  Crebb.  That  4b  .another  case  altogether.  That  is  simply 
vmur  the  post-offiee  as  a  bank.  In  that  connection,  if  I  may  be 
allowed  to  offer  a  suggestion,  I  thuak  the  most  excelient  way  that 
the  post-office  could  serve  those  who  are  timorous  or  ignorant  WiWild 
be  to  issue  to  them  what  might  be  termed  post-office  scr^>  thai  wmHll 
bear  no  interest  and  would  be  issued  to  them  withonit  e^pifflise, 
instead  of  their  having  to  pay  the  ordinary  fee  for  money  ordem  as 
they  do  now. 

Now,  in  the  division  of  the  subject  as  we  hope  to  present  it  to  you, 
without  duplication,  that  was  the  part  assigned  to  me;  and  what 
wetnewi,  g^lemea,  is  to.  Americanize  our  unmigrants,  not  to  Ital- 
ianize  our  Post-Office  Department.  If  a  need  ever  existed  for  posi^ 
banks  in  this  country  to  teach  thrift  or  to  cpae  for  ti^  money  of  the 
people,  in  my  estimation  that  time  has  gone^y.  For  ^ig^^ygMS 
this  Government  has  gotten  along  without  any  government  b«nkiq^ 
There  are  only  45  mutual  savings  banks  west  of  Buffalo,  and  th» 
whming  of  the  West,  financially,  has  been  accomplished  by  the 
^lendid  local  independent  banks.  The  American  Bankers'  Asgo- 
mktion  tiiroiigh  h»  savings  seotion  is  striving  constantly  to  improve 
the  service  and  to  ^  give  greatwr  security.  The  passage  of  this -.postal 
savings  bill  will  be  the  greatest  bk)w  that  will  «v«r  ejM  •«  tl^ 
country  to  the  development  of  ^e  savings  idea  aloi^  ii«B;lmBBB:«aa 
down  by  our  general  banks  in  the  West,  such  as  our  sa^gs  aMO*- 
ciations',  trust  companies,  and  state  banks  that  do  a  banking  buA- 
nara.  Why?  Because  we  have  been  striving  to  get  the  savings 
denosits  segregated  in  any  and  every  institution  where  savings 
deposits  were  held,  and  those  deposits  not  only  segregated,  but  tim 
imstm^t  of  those  funds  cawfuUy  conserved  m  mvestments  that 
time  and  experience  liave  proven  the  most  suitable.  In  the  State^ctf 
Michigan— which,  by  the  way,  Mr.  von  Meyer  does  not  ondit  ^^j* 
savings  institution  or  a  dollar  of  savings,  in  his  sta4iera0ilt-'*«i]8 
law  has  already  been  in  force,  and  instead  of  there  being  no  samft* 
there  there  are  one  hundred  and  fifty  millions  of  savings,  and  wher6 
a  bank  is  doing  a  commercial  business  and  a  savings  business  the 
account  is  separate  and  the  investment  is  separate.  This  is  also  true 
of  New  Hampshire  and  of  Texas,  and  it -is  true  of  Calif orma,  under 
the  new  law  passed  there.  Already  this  winter  the  law  committee 
of  the  American  Bankers'  Assodation  have  had  three  meetingsjtp 
try  and  work  out  some  standard  provisions  and  to  try- to  get  -taeir 
enactment  in  all  the  States  of  the  Union.    Now,  what  is  propoaafl  m 

this  bill?  ^  1      ,    •  , 

Mr..SrAFFO«D.  In  how  many  States  are  there  legislative  provisions 

requiring  the  separation  and  segregation  of  savings  funds  from  cur- 

ftot  funds  mad  the  regulation  of  the  investment  of  those  savings 

in  a  praaoribed  character  of  tomirily  S 

Mr.  Creer.  In  eight  States. 

Mr.  Stafeorb.  Eight  Sti^  m  tUti  '  ^ 


Mr.  Ckeek.  Yes.  * 
.    Mr.  Stafford.  What  States  are  those  ? 

Mr.  Creer.  I  do  not  know  that  1  can  recall  all  of  them,  but  among 
them  are  Michigan,  New  Hampshirei  Texas^  and  Califonua;  and  I 
think  your  State,  Wisconsin,  has  such  a  provision. 
;   Mr.  Stafford*  Wisconsin  adequately  protects  the  investment  of 
savings  funds. 

,  Mr.  Creer.  Yes.  I  can  not  recall  the  others  at  the  present  time, 
f.  Mr.  Stafpord.  How  recently  have  those  States  passed  those 
jregulutions  about  savings  deposits  ? 

*  Mr.  Creer.  I  think  the  Cahfornia  law  was  enacted  two  or  thr^ 
jrears  since,  and  the  Texas  law  is  more  recent  than  that. 

,  Mr.  Stafford.  They  ue  the  two  most  recent  instances  9 
;  :  Mr.  Cbbeb.  Yes. 

Mr.  Stafford.  The  others  are  instances  of  long  standing  ? 

'Mr.  Creer.  No,  sir;  the  Michigan  law  is  a  new  law.  The  New 
Hampshire  law  is  older. 

Mr.  Stafford.  Then,  otlier  than  the  Michigan,  Cahfornia,  and 
Texas  laws,  the  others  have  been  on  the  statute  booli^  for  a  long  time  ? 

Mr.  Cr££B.  Yes,  sir.  ,  . 

Mr.  Stafford.  In  what  particular,  in  the  States  mentioned,  do 
Hmj  rec|uire^  the  separaticm  of  the  savings  funds  in  state  banks,  to 
be  mvested  in  designated  securities  ^ 

•  Mr.  Cbeer.  The  securities  are  designated  in  each  of  those  States. 
The  laws  are  based  largely  upon  the  Massachusetts  and  New  York 
laws,  but  there  are  some  differences.  For  instance,  it  would  be 
impossible  or  impracticable,  in  my  estimation,  to  make  the  same 
law  for  Massachusetts  luid  for  Louisiana.  And,  again,  it  would  be 
impracticable  to  have  the  same  law  for  Louisiana  as  for  Michigan^ 
Let  me  cite,  for  instance,  a  popular  form  of  investment  along  the 
Oreat  Lakes.  The  steel  boats  that  are  built  there  cost  anywhere 
from  $300,000  to  $400,000,  and  they  are  usually  bonded  for  one-half 
of  their  cost,  and  those  bonds  pay  4^  or  5  per  cent,  and  they  are  a 
very  popular  and  profitable  investment.  Now,  the  law  of  Michigan 
provides  that  as  one  of  the  investments  for  their  savings  banks, 
while  Massachusetts  would  probably  not  regard  that/  on  account  of 
the  distance. 

:  Mr.  Staktobd.  Why  is  it  impracticable  for  Louisiana,  for  example, 
to  safeguard  the  savings  investonents  of  their  people  who  deposit  in 
banfks  any  more  than  it  is  for  Massachusetts  ? 

Mr.  Creer.  I  did  not  say  that  it  was  impracticable  for  Louisiana. 

Mr.  Stafford.  Then  I  misunderstood  you.    I  beg  your  pardon. 

Mr.  Creer.  But  the  point  I  make  is  this:  The  best  security  in 
the  State  of  Louisiana  is  probably  paper  secured  by  cotton  in 
warehouses, 

Mr.  Staffobd.  Oh,  I  rec<^pize,  as  all  of  us  do,  lhat  the  character 
«f  the  security  varies  accordmg  to  the  location. 

Mr.  Creer.  What  I  mean  is  that  the  character  of  the  security  in 
«ach  State  is  carefully  defined,  but  the  securities  differ  somewhat 
<m  account  of  the  local  conditions. 

Mr.  Stafford.  Is  there  any  reason,  because  of  the  economic  devel- 
opm^t  of  agricultural  States,  such  as  either  of  the  Dakotas  or  Wyo-* 
numg  and  States  in  that  territory  and  States  in  the  South,  wmch 
maices  it  ineapedient  for  the  stato  le^^tors  to  prescribe  the  chius 


act^r  of  the  investment  of  savings  funds  or  the  s^egation  of  sav- 
ings funds  from  current  funds  for  secure  investment  ? 

lifc.  Creer.  No,  sir;  but  it  is  toward  that  point  that  we  are  work-* 
ing,  to  have  that  very  tiling  brought  about. 

Mr.  Staffoikd.  Why  is  it,  then,  that  North  and  South  Dakota  and 
all  the  other  States  where  this  question  has  been  up  for  years  have 
not  required  such  separation  and  saf^uarded  the  savings  depositor? 

Mr.  Creer.  You  will  remember,  sir,  that  North  and  South  Dakota 
have  probably  not  attained  to  that  degree  of  settlement  and  govern- 
ment at  the  present  day  which  Massachusetts  had  reached  when  she 
started  her  savings  bani^s,  nearly  one  hundred  vears  ago.  They  are  a 
developing  tjid  growing  community,  a  sparsely  settfed  community. 
They  have  no  large  communities  in  those  States,  no  gray  heads  and 
high  brows  that  can  sit  down  on  the  bou^  of  savii^  banks  without 
compensation.  They  are  all  hustlers.  But  there  is  no  reason  why 
they  should  not  have  that  law.  I  believe  the  Massachusetts  law 
prescribes  that  up  to  70  per  cent  of  such  funds  can  be  invested  in  first 
mortgages. 

The  Chairman.  Sixty  or  65  per  cent,  I  think. 
Mr.  Ckeer.  Sixty  or  65  per  cent  of  the  total  deposits  of  savings 
banks  may  be  invested  in  first  mortgages  on  real  estote. 
Mr.  Staffobd.  That  is  in  Idassachusetts  I 

Mr.  Creer.  In  Massachusetts;  and  that  would  be  applicable  in 

Dakota  or  in  the  South. 

Mr.  Stafford.  Do  you  not  recognize  the  great  economic  difference 
between  conditions  existing  in  Dakota  and  those  in  Massachusetts 
and  other  older  communities? 

Mr.  Creeb,  C^tainly. 

Mr.  Stafford.  That  makes  it  against  the  interest  of  local  bankers 
to  separate  their  savings  funds  from  their  current  funds,  because 
there  is  such  a  demand  for  money  for  local  investment,  which  is  not 

present  in  the  well-settled  communities? 

Mr,  Creer.  Yes;  but  in  the  statement  I  have  just  cited  is  the  loan 
that  is  made  in  the  Dakotas — a  real  estate  loan.  And  yet  up  to  65  or 
70  per  cent  can  be  invested  in  Massachusetts,  and  there  is  no  reason 
why  that  should  not  be  segregated  for  sayings  deposits.  They  are 
mortgage  investments. 

Mr.  Staffobd*  But  they  have  not  been  segregated  ? 

Mr.  Cbeeb.  No,  they  have  not  been  segregated. 

Mr.  Stafford.  And  there  has  not  been  any  adequate  protectioft 
thrown  around  the  savings  deposits  of  those  people  ni  those  States? 

Mr.  Creer.  Are  we  not  expecting  too  much  from  those  new  States 
to  expect  the  same  kind  of  banks  and  the  same  kind  of  laws  that 
prevail  and  obtain  in  New  England  1 

Mr.  Staffobd.  I  am  not  saying  that  they  should  have  the  same^ 
but  I  am  saying  that  the  cause  of  the  lack  of  such  protection  may  be  . 
an  ailment  and  a  reason  whv  the  National  Government,  having  the 
instrumentalities  at  hand,  should  extend  to  the  people  of  those 
States  the  protection  that  is  lacking  byd:eason  of  local  conditions  and 
want  of  local  regulations. 

Mr.  Creer.  The  point  I  was  making,  sir,  when  you  interrupted  me, 
was  this;  That  the  action  of  this  bill  is  exactly  contrary  to  the  pur- 
pose and  intent  of  the  segregation  of  deposits.  Why?  Because, 
mstead  of  segregatMig  those  deposits  and  safeguardiiig  tlfenn  by  enm^ 
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wrvaUve  imestmmty  <what  'do  you  da  ?  Tou  iMike  -the  Bwingi  >  d  41m 
people  that  pass  through  the  post-office  and  put  them  into  the  com* 

mercial  banks.  Of  course  vou  take  the  security,  but  there  is  a  limit 
even  to  indemnity  security.  You  are  making  commercial  deposits 
out  of  savings  deposits;  you  are  making  demand  commercial  deposits 
of  them. 

The  Chairman.  Does  it  seem  to  you  that  th^  is  something  incon- 
fraous  in  a  government  depositing  moBi^  in  a^eoieiaaeroiad  bank  4md 
rftquirii^  an  mdemnity  bond  from  a  company  organiiBed  imder  ik» 
law  of  some  State  to  prote<yt  itself^ 

Mr.  Creek.  It  certainly  does.  But  then,  as  I  say,  it  is  very  mu(^ 
like  a  title  guarantee  company  organized  in  the  city  of  Boston  wdth 
two  or  three  billion  dollars  of  capital,  that  is  willing  to  go  out  and 
guarantee  titles  in  all  Suffolk  County. 

To  come  back  again  to  the  statement,  I  say  if  there  ever  ffidsted  a 
Heed  for  postal  savings  baidkB,  it  seeme  to  me  tlMit  eeonomic  need  -is 
past.  In  the  past  ten  yeiMs  iStsa  nmiiber  of  batiks  in  the  'IJnitod 
States  has  doubled. 

Mr.  Stafford.  Have  you  any  statistics  as  to  the  increase  of  sav- 
ings banks  during  the  period  you  mentioned  ? 

Mr.  Creer.  There  is  no  such  thing  as  providing  statistics  of  sav- 
ings banks,  because  when  I  talk  of  savings  banks  I  talk  about  one 
thing,  and  when  Mr.  von  Meyer  talks  about  savings  banks  he  talks 
about  another  entirely  different  thing.  He  says  there  a*©  only  1 ,413^ 
Urnsk  in  the  United  States,  and  yet  the  monetary  eommassion  says 
there  are  18,000  that  do  a  savings-bank  business,  and  I  am  satisfied 
that  there  are  more  than  22,000  open  doors  in  the  United  States  for 
the  reception  of  savings  deposits,  when  we  take  into  consideration 
the  savings  associations. 

Mr.  Stafford.  In  those  22,000  there  are  many  included  that  have 
BO  regulations  for  the  investment  of  savings  funds  ? 

Mr.  Cbeeb.  No  ;  those  that  I  am  speakij^  of  now  all  have  regula- 
tion of  savings  funds,  and  they  are  purely  savings  inslatationB  and 
dd  no  conuneroial  business. 

Mr.  Stafford.  Take,  for  instance,  the  savings  branches  connected 
with  our  national  banks  which  are  found  in  our  large  cities;  in  Mil- 
waukee, with  which  I  am  more  acquainted,  and  in  the  other  interior 
cities.  There  is  no  legislative  mandate  requiring  the  investment  of 
those  funds  in  any  character  of  security.  They  may  be  intermingled 
with  the  current  fimds  at  the  direction  of  tiie  diiect(»«  or  the  man- 
aging board  of  the  bank. 

Mr.  Crbbb.  And  yet  the  Government  purposes  to  deposit  the 
savings  from  the  postal  depositories  in  those  banks  ? 

Mr.  Stafford.  Yes;  and  perhaps  the  Government  may  require  a 
certain  character  of  security  for  the  investment  of  those  savings 
funds. 

Mr.  Cbeeb.  The  banking  resources  of  the  United  States  to-day 
are  25  per  cent  greater  than  the  combined  banking  lesouroes  of  the 
world  were  in  1890.  That  ahows  with  what  leaps  and  bounds 
United  States  is  growing  financially.  The  savings  institutions  Of 
me  kind  and  another  'have  ecmscirved  ^e  savings  6t  the  people,  md 
the  losses  have  "been  infinitesimal.  In  the  main  we  have  the  con- 
fidence and  good  will  of  the  populace;  and  the  passage  of  this  postal 
savings-bank  bill  would  simply  be  an  invitatiop  to  trouble.  Lactt 


'W^ek  1  stood  and  looked  at  a  line  of  1,S00  people  trying  to  get  then- 
money  out  of  one  institution,  one  of  the  safest  institntionfl  m  the 
United  States,  a  mutual  savings  bank  of  sixty  years'  standing,  and 
with  fifty  milhons  of  deposits,  antl  as  I  went  down  that  line,  hoping 
that  I  might  send  somebody  out  of  the  cutting  wind  to  their  home 
with  a  word  of  assurance,  what  did  I  see  i  Just  two  elements  domi- 
nating—ignorance Mid  fear.  Now ,  gentlemen,  the  intelligent  savings- 
bank  depositor  is  taken  care  of,  and  he  is«#t  goii^  to  take  2  per  cent 
from  the  Government  when  he  can  get  4  per«^t  mm  his  local  baak; 
and  you  are  going  to  take  care  of  the  timowms  and  the  foreigner. 
A  good  many  savings  banks  would  like  to  turn  over  some  of  th«ir 
cUentele  to  you.  But  the  United  States  Government,  as  big  and  as 
strong  as  it  is,  can  not  overcome  the  two  elements  of  fear  and  igno- 
rance ;  and  if  there  is  ever  any  crisis,  such  as  is  provided  for  in  this 
bitt,  in  ihe  judgment  of  the  President,  instead  of  having  one  door 
open  as  that  institution  had— and  it  had  on  deposit  an  amount  equal 
to  one-half  of  the  working  balance  of  the  United  States  Treasury 
Department— you  will  have  forty  thousand  doom  open,  and  ^ 
not  be  an  incident  to  some  locality  which  you  will  face,  but  it  will  bj 
a  condition  country  wide,  and  it  will  bring  on  the  greatest  pamc  and 
the  largest  degree  of  financial  chaos  that  this  country  has  ever 
witnessed,  if  that  ever  comes  to  pass.    God  grant  that  it  does  not! 

Mr.  FiNLEY.  If  it  be  assumed  that  this  bill  in  its  present  form  might 
or  wiarid  'result  m  the  deposits,  or  a  greater  part  of  the  deposits,  m 
the  postal  savings  buoks  being  centered  in  certain  loealities,  would 
not  that  then  tend  to  promote  speculation  in  those  oommiiiiilifiBi 

Mr.  Creer.  That  is  verv  obvious. 

Mr.  Fin  LEY.  Is  it  not  true  that  conditions  like  that  were  what 
brought  on  the  panic  of  1837? 

Mr.  Cbeer.  W  e  all  know  that  when  call  money  is  at  a  very  low 
rate  in  New  York  the  largest  amount  of  speculation  goes  on  at  that 
^e,  other  things  being  equal,  because  it  costs  less  to  carry  the  risk. 

Mr.  Iaotd.  Is  it  not  true — do  you  not  think  it  is  true— that  some- 
thing ought  to  be  done  to  make  it  so  that  the  individual  would  know- 
that  his  money,  deposited  somewhere,  wherever  it  is  deposited,  is 
safe?  You  are  speaking  of  the  fear  of  these  individuals.  WouM 
it  not  be  a  proper  tiling  that  something  should  be  done  to  remove 
that  fear  ? 

Mr.  Creer.- No;  because  that  fear  is,  m  the  majority  oi  cases, 
coupled  with  the  other  element  of  ignorance.  Let  me  cite  a  case. 
Of  the  SOjOOe  depositors  in  that  institution  I  guarantee  you,  sir, 
there  are  30,€00  who  you  womild  find,  if  they  told  what  they  realLy 
thought,  thought  their  money  was  ti^m  md  ^reled  into  the  vaults 
of  that  institution  and  kept  there  until  it  was  withdrawn.  K  they 
thought  it  was  loaned  for  any  purpose  under  Heaven,  they  could  not 
sleep  nights. 

A  lady  came  to  a  bank  and  deposited  $200  in  gold,  bhe  says, 
"Kow,  i  cam  get  this  money  any  time,  can  I?"  "Yes."  "And  I 
can  get  my  money?"  "Why,  certainly,"  the  teller  said,  to  allay 
her  fears.  Th»  tism©  went  «ii  and  she  came  back  and  she  says,  "I 
want  my  money ;  and  you  renumber  I  deposited  it  in  gold. "  "  Yes 
Just  sign  this  receipt."  They  handed  out  the  money,  and  she  took 
it  and  looked  it  over  very  carefully  and  then  she  says,  "You  aa«  aloft 
of  grafters  and  swindlers  here.    I  marked  one  of  those  $20  gold 
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pieces  just  to  try  you."  Now,  the  averaoje  savings-bank  depositor 
does  not  analyze  statements.  He  is  not  acquainted  witia  tiie  terms 
of  finance. 

Mr.  DoDDS.  If  this  law  were  passed  the  operation  of  that  same 
fear  would  be  against  the  Govemment  just  as  it  is  now  against  bank»| 

Mr.  Cbeeb.  Yes;  because  panic  is  not  a  logical  matter;  it  is  a 
psychological  matter. 

Mr.  Llotd.  Do  you  reaUy  mean  to  tell  this  committee  that  you 
think  that  if  money  was  deposited  in  the  postal  savings  banks,  if  a 
panic  came  they  would  try  to  draw  their  money  out  of  the  postal 
savings  banks  ?  ; 

Mr.  Creer.  Yes;  they  would  want  to  see  the  color  of  their  money, 
whether  tlie  postal  savings  banks  bad  it  or  any  htaak  in  United 
States. 

Now,  just  imagine,  for  instance,  there  was  an  impending  war, 
and  the  yellow  press  and  the  sand-hill  orator  came  out  and  told  the 
people  "This  money  you  have  deposited  in  the  postal  savings  banks, 
it  is  provided  that  in  an  emergency  the  President  can  draw  that 
money  and  put  it  in  bonds,  and  they  are  going  to  take  your  money 
to  fight  this  war  with."  Why,  they  would  follow  each  other  just 
Uke  sheep.  You  know  if  you  have  got  a  good  old  bell  wether  that 
will  go  through  a  hole  in  the  fence,  the  rest  of  the  iodk  will  follow 
as  sure  as  fate. 

Mr.  Stafford.  Do  you  mean  to  say  that  you  think,  in  view  of  the 
fact  that  during  the  panicky  conditions  of  1907  when  the  people 
through  ignorance  and  fear,  as  you  say,  withdrew  their  funds  from 
national  banks  and  state  banks  and  deposited  them  in  money  orders 
that  that  character  of  depositors  would  withdraw  the  funds  under 
the  same  conditions,  if  they  were  deposited  in  postal  savings  banks  ? 

Mr.  Creeb.  Not  those  same  conditions.   I  dted  another  condition. 

Mr.  Staffobd.  Oh,  yes;  you  can  ima^e  vagaries  and  the  like; 
but  consider  the  ordinary  business  panic  and  the  conditions  at- 
tendant thereon.  Do  you  think  under  those  conditions  there 
would  be  the  same  inclination  for  the  ortlinary  depositors,  who  you 
say  are  tempted  through  ignorance  anil  fear  to  ^^  ithdraw  their  funds, 
to  do  the  same  if  they  were  deposited  in  postal  savings  banks  ? 

Mr.  Creer.  I  honestly  believe  it. 

Mr.  Stafford.  That  was  not  the  case  in  the  last  panic  when  they 
withdrew  theyr  funds  frcmi  the  banks  and  deposit^  them  in  money 
orders. 

Mr.  Crbbr.  There  was  no  impending  trouble  of  the  Government 
then.  You  are  taking  the  exactly  opposite  conditions.  The  case  I  cited 
as  happening  in  our  city  last  week  is  just  illustrative  of  this  point. 
If  there  was  one  bank  in  the  city  of  Cleveland  that  had  gained  the 
confidence  of  its  citizens  and  its  clientele,  it  was  the  Society  for  Sav-* 
ings.  It  had  been  established  for  sixty-five  years.  It  had  met 
every  demand  upon  it  at  all  times.  It  is  the  oldest  bank  in  the  city. 
It  had  fifty  millions  ct  deposits.  And  yet  no  other  bank  was  dis- 
turbed in  tne  city,  be  it  ever  so  small  or  ever  so  young. 

Mr.  Lloyd.  But  there  is  this  very  marked  difference  between  the 
case  you  give  and  the  imaginary  case:  In  this  case  you  had  simply 
this  bank,  and  in  the  other  instance  you  would  have  the  United 
States  Government,  which  is  supposed  to  be  all-pow^iul  and  to  have 
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Mr.  Creer.  This  was  our  aU-powerful  bank  in  Cleveland,  this  bank 
that  had  the  run. 

Mr.  Lloyd.  Of  course,  a  bank  is  dependent  on  its  own  stockholders 
and  its  own  clients. 

Mr.  Creer.  This  bank  had  no  stockholders.   It  is  a  mutual  bank. 

Mr.  Staffobd.  What  was  the  origin  of  the  run  on  that  Cleveland 
bank? 

Mr.  Creer./  Nobody  has  been  able  to  discover  it. 

Mr.  Stafford.  It  m  as  of  the  same  character,  then,  as  the  runs  on 
other  banks  which  have  taken  place  in  the  histoiy  of  the  countiy? 

Mr.  Cbeer.  You  can  never  tell.  In  the  city  of  Eiie  a  few  years 
a^o  a  man  fainted  on  the  steps  of  a  bank,  and  a  crowd  gathered  about 
Imn  to  pick  him  up  asid  take  him  into  a  drug  store  and  care  for  him, 
and  somebody  said  "There  is  a  crowd  up  in  front  of  that  bank.  I 
guess  there  is  a  run."  And  that  started  a  run.  The  Society  for 
Savings  had  a  run  once  before.  A  drunken  sailor  at  the  end  cf  his 
season  came  and  deposited  all  of  his  money  w  ith  the  exception  cf  a  few 
dollars.  Then  he  proceeded  to  get  himself  good  end  diunk,  and  the 
next  day  he  came  up  there  drunk  and  demanded  his  money,  and  they 
said  "Come  back  again  when  you  are  sober,  and  we  will  give  it  to 
you."   That  started  the  run. 

Mr.  Staffobd.  Do  you  think  these  conditions  are  applicable  to  the 
case  of  postal  savings  banks? 

Mr.  Creer.  I  am  simply  citing  these  things  to  you  to  show  you 
that  a  panic  is  not  a  logical  consequence;  that  it  is  a  psychological 
effect,  and  when  fear  gets  hold  of  people,  sense  and  reason  are  gone. 
As  I  say,  when  you  get  100  people  in  front  of  a  bank,  you  are  going 
to  get  1,000,  if  they  know  of  it. 

Mr.  Staffobd.  Do  you  know  of  nms  occurring  on  bank»  in  f ore^ 
countries  where  there  are  postal  savings  depositories?  Can  you  cite 
an  instance  in  any  of  those  countiies  ^here  there  have  been  runs  on 
deposits  in  postal  savings  institutions  ? 

Mr.  Creer.  No,  but  I  can  cite  an  instance  

Mr.  Gardner,  of  New  Jersey.  If  there  were  any,  would  you  not 
find  them  in  the  poUce  records  where  the  men  were  clubbed  away  ? 

lifr.  Stafford.  Are  you  acquainted  with  any  instance  where  the 
govemment  officials  have  intervened  to  prevent  funds  from  being 
withdrawn  from  postal  savings  banks  ? 

Mr.  Creer.  No.  I  am  aware  of  what  the  Britie^  consul  did  in 
1889  at  the  time  of  the  Boer  war. 

Mr.  Gardner,  of  New  Jersey.  Has  it  not  been  true  that  our  panics 
in  this  country  have  unifoimiy  accompanied,  or  been  accompanied 
by  a  shortage  in  federal  revenue;  or  if  you  have  never  thought  about 
that  you  can  pass  on,  and  what  is  your  opinion  of  a  condition,  such 
as  that  in  1893,  when  it  is  known  to  all  the  country  that  the  income 
of  the  Govemment  is  insufficient  to  pay  its  running  expenses,  and  at 
the  same  time  there  is  financial  depression  all  over  tne  country — a 
panic  ?  What  the  relation  of  the  two  things  to  each  other  is  does  not 
matter,  but  suppose  it  is  known  that  the  Government  is  receiving  less 
revenue  than  is  required  to  meet  its  expenditures  and  that  to  meet 
the  exigency  it  is  about  to  issue  bonds  antl  offer  them  to  the  public 
for  side.  What  effect,  in  your  judgment,  would  a  condition  like  that 
have  upon  the  xmnds  of  that  dass  of  people  who  will  utilise  the 
postal  saviugsrbank  s^tem  ? 


Mr.  Creek.  The  Iriml  of  panic  that  I  was  talking  about  was  not 
that  of  the  financial  crises  such  as  this  country  has  iindertjone.  I  was 
simply  talking  about  the  same  kind  of  a  panic  tliat  takes  place  in  a 
theatre  when  somehody  yells  "  Fire."  That  is  the  kind  of  panic  that* 
oaakes  a  run  on  »  bank.  They  do  not  stop  to  analyze  conduUoiiSj  sir; 
they  do  Hot  sto^  tO'inquuw  whetbrnr  tile  mmmm  ^  the  GovenuBsnt 
is  sufficient  to  meet  its  requirements  or  not ;  they  are  sunply  seared^ 
and  they  do  the  only  tiling  that  aeenis  to.  them  nght  to  do  under  the 
circumstances. 

Mr.  Gardner,  of  New  Jersey.  What  I  am  tiyin^  to  get  at  would  « 
i&v»)lve  just  t^at  element,  in  that  class  of  the  pubhc  that  would  use 
tfee  postal  savings^  banks.    I  repeat,  suppose  the  con(htions  are 
thftt  i^  is  a>^$»^^<i  that  tne  revenues  of  the  Go¥emmeut  arei 
not  Bieetin^  the  csfieiises,  and  tbat>  the  ^yemment  is  about.  t(h 
borrow  money  to  pay  it»  dail^r  bills.    There  is  a  panie  in  Uie  counti^  * 
and  banks  are  failing.    What,  in  your  jud<i:meut,  at  a  time  Mke  that, 
mil  that  class  (k)  who  are  dej^ositors  in  the  postal  savings  banks? 

Mr.  Creer.  I  think  that  condition,  worked  up  under  skillful  and 
unprincipled  hands,  or  minds,  could  produce  a  panic  in  the  minds. 
qii  tjie  people  who  will  jiatroni^e  your  post-al  savings  banks.  Now. 
understand  me,  I  am  not  intimating  that  people  of  intelligence  will 
Mbme  <^  P09W  9«iriiig»bfiBk,  IhAt^the^khnlt^F  will  not  use  th&  postal 
savings  bank;  but  the  argument  that  has  haeii'  made  for  the  postal 
savings  bank  was  that  it  was  going  to  be  a  school  of  thrift.  Millions 
of  people  already  have  learned  the  lesson  of  thrift  in  this  country,, 
as  is  evidenced  by  the  fact  that  1  in  16  of  our  inhabitants  has  a  sav- 
ings account.  Now,  the  thrifty,  the  discerning,  those  who  are  capable 
of  analyzing  a  bank  statement,  will  take  the  safe,  solvent  bank  that 
pi^  them  3, 3i>  »Bd  4-per  ceat  every  time  in  preference  to  the  United 
§IWle9-  bi^;  and  you!  will  hm«^  what  I  You  wili  h»¥^  th»8e  people 
t^at^  we  miset^y — th«4  »  «  psychological  phenomenon — who 
timorous,  who  do  not  trust  thwaasekes  or  anybody  elae.  Those  ace 
the  people  that  go  off  on  a  tangent  at  the  slightest  excuse.  And  you 
will  have  the  foreigner  who  does  not  understand  our  ways  or  means 
and  does  not  speak  our  language;  and  if  the  boss  says  "The  Govern- 
ment is  ruined,  and  it  hasn't  got  money  to  pay  its  bills,  and  you  had 
better  look  out  for  tiie^ money  in  jrour  postal- savings,"  you  are  just 
as  liable  to  have  a  panic,  that  pane  which  is  caused,  by  fear,  which, 
meaas  the  loss  ol  all  roaeon  and  lo^c,  and.  which  will  operate^  against 
your  post-office  banks  in  the  Umted  States  as  it  does  against  the  if 
present  banks  of  the  United  States;  and  that  is  something  that  is 
worth  seriously  considering. 

Mr.  Lloyd.  You  are  considering  a  concrete  case.  What  do  you 
say  about  the  case  of  this  man:  In  a  town  in  the  community  in 
which  I  lived  sevwal  year»  ago  was  a  widow  lady  who  had  everything 
she  had  invested  ia  a  lacm^  and- she  sold  that  farm  for  $7,000  cash. 
She  did  the  business  through  a  certain  lawyer  who  was  one  of  the 
poriiicipal  stockholder  of  a  certBisk  bank.  She  deposited  that  $7,000 
m  that  bank.  A  week  from  that  time  the  bank  fuled  aad  she  lost 
her  money.  It  happened  as  a  matter  of  fact  that  the  man  in  whose 
bank  she  had  deposited  the  $7,000  had,  within  two  hours  after  the 
time  he  had  permitted  her  to  deposit  the  $7,000,  or  had  deposited  it 
for  hec,  di»wn  out  SiO^OQO  because  he  had  learned  that  the  hmk  w^ 
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in  a  failing  condition.    There  ia  a  hardship  on  somebotly  that  needs 
in  some  way  to  be  remedied. 

Mr.  Crsbb.  May  I  ask  what  State  you  are  from  ? 

Mr.  Lloyd.  I  am  from  Missouri. 
,  Ihfer.  €)bSSB.  Possibly  that  is  why  you  are  so  insistent -on  this  point. 

Mr.  Stafford.  WeU,  coming  from  Wisooosiii,  I  oan  cite  a  similfir 

instance.  • 

Mr.  Lloyd.  You  could  not  make  aay  reflection  on  the  baiikmg 

laws  of  Missouri  

Mr.  Creer.  No,  sir. 

Mr.  Lloyd  (continuing).  Because  no  State  in  the  United  States 
has  better  banking  laws  than  Missouri. 

Ifrv  GsaoMi  Vimss  it  is  Ohio.  That  ia  unfortunate ;  and  the  man 
that  does  that;  sort  of  ^img,  Mr.  Lloyd— we,  all  of  us^  have  only  one 
opinion  of.  In  the  State  of  N«w  Yodc  ikey  have  almast  a>  biUips 
and  a  half  of  savings.  Last  year  there  was  paid  to  the  savinM 
depositors  in  the  State  of  New  York  $50,000,000  in  interest;  yet  the 
losses  to  depositors  in  the  State  of  New  York  in  savings  banks  have 
been  less  than  a  million  dollars;  they  have  been  $878,000. 

Mfc.  Stafford.  Have  you  any  figures  on  the  losses  to  savings 
depositors  in  those  States  wheria  thi^  d^  not  protect  the  savings: 

aS*^ebb.  In  the  savings  societies  of  Ohio  we  hawe  not  ha4  ft 

]^s  for  years. 

Mr.  Stafford.  Do  vou  protect  savings  depositoiBi 

Mr.  Creeh.  We  have  a  law  that  covers  all  the  banks,  which  was 
enacted  four  years  ago. 

Mr.  Stafford.  Have  you  any  statistics  to  show  the  losses  of 
savings  deposits  in  those  States  where  there  is  no  protection  thrown 
abfloit  those  deposits  in  Uie  way  of  preawlbing  the  ehanactac  of  the 
inFestmeAte  fac  tbe  savings  fundai) 

life*.  Crebr.  I.  have  no  statastiee  at  hand  to  bear  on  that  pomt. 

The  Chairman.  What  is  your  experience  as  tb  the  popular  demand' 
for  postal  savings  banks  ? 

Mr.  Creer.  I  never  discovered  ife 

The  Chairman.  Has  anybody  who  deposits  in  your  bank  ever 
suggested  the  desirabiUty  of  a  postal  savings  bank  ? 
Mr.  CsBER.  No,  sir. 

The  CHaiBMAM.  How  many  dcfiositoFs  ace  there  in  your  bank  i 
Mrt  esBBB^  About  2,060. 

The  CHAmMAir.  How  mueh  ace  y»iir  aggregate  dj^waite* 

Mr.  Creer.  A  million  dollars* 

The  Chairman.  Assuming  that  you  are  opposed  to  the  establish- 
ment of  postal  savings  banks, 

it  is  wise  to  report  some  kind  of  a  bill,  what  have  you  got  to  say 
dbomt  thftMH^  money  shall  beinvested  which  is  collected  in  this  way  ? 

Mr.  Gbbbb.  Mr.  Chairman,  understand  me  in  the  first  place,  that 
I  am  very  much  in  the  position  of  the  Irishman  wiio  was  approaehed> 
atr  Castle  Garden  and  adfeed  wltat  his  petitiea- wen  within  an  hour 
and  a  half  after  he  had  landed  from  ik»  oid  ©o«iitry._  E»  aaid:  ''L 
don't  know  the  name  of  your  parties  here,  but  I  am  agin  the  Govwn- 
ment."  Now,  I  am  against  the  postal  savings-bank  bill  first,  last, 
fMid  alltha  t\vm    Lthuak  theee  i»  no  need  for  it,  and  1  think  there  is 
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no  popular  demand  for  it.  It  orio;inated  in  a  third  house,  where  legis- 
lation should  not  ori^nate,  and  I  think  it  will  be  the  cause  of  infinite 
worry  and  trouble  in  tliis  conntry.  Now  will  you  kindly  repeat  your 
question,  so  that  I  may  answer  it  ?  " 

Mr.  Stafford.  "When  you  say  "a  third  house"  you  do  not  refer  to 
the  executive  branch  of  the  Government  ? 

Mr,  Creer.  No,  sir;  I  refer  to  a  political  convention. 

The  Chairman.  Now,  to  get  down  to  my  question,  what  do  you 
say  about  the  investment  of  this  money — what  disposition  should  be 
made  of  it  { 

Mr.  Cbeer.  I  will  agree  with  my  friend  from  Wisconsin  that  the 
best  security  possible  should  be  gotten  for  the  money  of  the  people. 

The  Chairman.  We  will  all  f^ree  to  that ;  but  would  you  agree  that 
the  money  should  be  invested  jjermanently,  or  that  it  should  be 

deposited  in  banks,  and  if  deposited  in  banks  that  it  should  be  limited 
to  deposits  in  national  banks,  or  what  would  be  your  suggestion  ? 

Mr.  Creer.  No,  sir;  I  think  that  is  uneconomic,  and  I  think  the 
provision  of  the  law  is  very  largely  a  farce.  Take  it  in  the  city  of 
Cleveland  with  its  large  number  of  banks,  and  it  is  the  same  with  the 
city  of  Boston;  this  provides  that  its  deposits  ^all  be  divided  up 
among  the  state  and  national  banks. 

The  CHAraMAN.  Would  you  deposit  the  money  in  the  state  banks 
and  trust  companies  ? 

Mr.  Creer.  If  it  is  going  to  be  deposited;  if  you  get  the  kind  of 
security  that  you  want,  why  not  deposit  it  in  any  bank?  But  I 
think  the  scheme  is  uneconomic  and  cumbersome  and  troublesome. 

The  Chairman.  Then  would  you  permanently  invest  the  money  ? 

Mr.  Creeb.  I  would. 

The  Chairman.  In  what  9 
•  Mr.  Creer.  In  my  opinion,  if  it  comes  to  that,  if  the  bill  passes 
and  there  is  investment  sought  for  the  money,  I  would  invest  it  in 
bonds  of  the  municipalities  and  school  districts  in  the  States  in 
which  the  money  origmates,  in  proportion  to  the  deposits  from  those 
,  States. 

The  Chairman.  Would  you  limit  the  investment  to  those  public 
funds  ?  Would  you  not  extend  it  to  coimty  or  state  bonds  or  govern- 
ment bonds  i 

Mr.  Creer.  In  a  great  many  of  the  States,  you  know,  they  have 

no  bonds.  Many  of  the  States  have  no  debt.  I  am  speaking  of  that 
class  of  bonds  which  are  most  in  evidence  and  are  most  in  demand. 
We  are  having  school  bonds  and  municipal  bonds  right  straight  along. 

Mr.  Gardner,  of  New  Jersey.  The  Government  will  be  a  guaran- 
tor of  any  bond  in  which  the  Government  invests  its  money,  will  it 
not? 

Mr.  Cbeeb.  I  do  not  follow  you,  sir,  in  that  statement. 
.  Mr*  Gardner,  of  New  Jersey.  Well,  if  the  Government  takes 

$1,000  of  postal  funds  and  buys  a  $1,000  bond  with  that  money,  the 
Government  is  guarantor  of  that  bond  ? 

Mr.  Creer.  The  Government  is  a  guarantor  on  postal  deposits,  no 
matter  where  the  money  is  invested. 

Mr.  Gardner,  of  New  Jersey.  What  is  the  difference  in  principle 
betwe^  the  Government  ^ayranteeing  a  municipal  issue  of  bonds 
because  it  buys  om  and  its  guaranteeing  the  d^MwU  in  the  &nt 
place  on  some  wdl-devised  scheme  ? 
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Mr.  Ckbbr.  Such  an  intricate  division  as  that  I  will  not  attempt 

^^'^^  Chairman.  Are  you  in  favor,  under  ordinary  conditions,  cf 

the  Government  going  mto  business  ? 

Mr.  Creer.  No,  sir;  I  think  this  Government  was  founded  on  the 
broad  idea  of  the  largest  possible  freedom  for  its  citizens,  and  I  Mil 
opposed,  as  a  patriotic  citizen,  to  the  Government  going  mto  any 
business  that  its  citizens  can  prosecute ;  and  I  do  not  thmk  that  when 
the  post-office  and  post-roads  was  written  in  as  a  function  of  the 
Post-Office  Department  those  men  who  framed  that  had  any  more 
i4ea  that  a  banking  bill  would  be  attached  to  the  Post-Office  De- 
partment than  that  we  would  have  an  automobile  factory  estab- 
hshed  under  that  department,  and  they  never  heard  of  automobiles 

then.  ^-     .  ^ 

The  Chairman.  Suppose  the  Government  permanently  mvests 

this  money  J  do  you  or  do  you  not  think  there  should  be  a  reserve 
kept? 

Sfr.  Cbbeb.  There  certainly  should  be  a  sufficient  reserve  to  meet 
the  ordinary  activities  of  the  withdrawal  and  deposit  of  funds. 
The  Chairman.  What  would  you  consider  a  sufficient  reserve? 
Mr.  Creer.  On  the  basis  of  savings  banks,  I  should  think  a  10 

per  cent  reserve  would  be  sufficient.  You  understand,  of  course, 
that  vour  Massachusetts  banks  usually  do  not  keep  as  much  as  that; 
but  I  think  under  a  condition  of  this  kind  there  should  be  a  greater 

The  Chairman.  Where  would  you  keep  the  reserve,  in  the  Treas- 
ury or  in  banks  in  reserve  cities  ?  j    ,   ,  j-i. 

Mr.  Creer.  I  do  not  know  as  that  would  make  a  great  deal  of  dif- 
ference. It  would  be  almost  imperative  that  the  'fteasury  Departs 
ment  should  keep  it  nearer  distributed  somewhat  that  too  large  a 
degree  of  delay  might  not  be  experienced  in  the  withdrawal  of  funds. 
It  would  be  cumbersome  to  have  to  send  across  the  country  to  Wash- 
ington or  to  either  of  the  subtreasuries  from  a  considerable  distance 
toThave  sufficient  funds  on  hand  to  meet  withdrawals. 

The  CoAiBiCAN.  In  any  case,  whether  the  money  is  invested  per- 
manently or  is  deposited'  in  banks,  do  "you  think  a  reserve  should  be 
kept  ? 

Mr.  Creer.  I  do. 

The  Chairman.  Would  you  keep  the  same  amount  of  reserve  if  the 
money  is  deposited  in  banks  that  you  would  if  it  is  permanentljr 

invested?  .  . 

Mr.  Creeb.  I  think  there  ought  to  be  a  provision  for  working 

reserves,  about  that  amount.  ,    ,  ^ 

The  Chairman.  Then  you  would  not  cooffld^  money  m  the.  bsfola 

as  necessarily  available?  i  »     i_  i. 

Mr.  Creer.  If  your  money  is  all  deposited  m  local  banks,  that  u 
practically  vour  reserve.    That  is  available  in  every  locality,  then. 

The  Chairman.  What  do  you  think  would  be  the  effect  on  the 
banks  if  during  a  financial  panic  there  should  be  a  sudden  demand  for 
$10,000,000  of^real  money  ?  .  i 

Mr.  Creeb.  Well,  I  think  there  would  be  trouble. 

The  Chaibman.  Then  had  we  not  better  have  our  reserve  si&m^ 
yrhere  else,  if  we  are  going  to  keep  the  money  on  deposit?   '  . 
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Mr.  Creer.  Yes. 
:  The  Chairman.  In  other  words,  there  should  be  a  resi^rve  kept  ^ 
Mr.  Creer.  Yes. 

•The  Chairman.  You  have  heard  this  sentiment  expressed,  that  the 
money  should  be  kept  in  the  locahtj^  where  it  is  deposited.  Do  you 
f^^nk  it  would  satisfy  that  sentiment  if  it  were  invested  in  local  bonds  I 
'•  Mr.  Crbeb.  No,  sir;  I  do  not  think  it  would,  because  the  local 
banker  wants  his  share  of  the  money,  and  that  way  he  would  not  get  it. 

The  Chairman.  The  truth  of  the  matter  is  that  the  local  banker 
should  not  be  necessarily  an  element  in  the  consideration  of  this  legisla- 
tion? 

Mr.  Cbebh.  No,  sir. 

The  CnAmM AN.  That  is  an  afterthought  I 
It^^OBJBEB.  Yes. 

inbe  Cbaibman.  Where  do  you  keep  your  reserves  ? 
Mr.  Creer.  In  national  banks. 

The  Chairman.  In  Cleveland? 
Mr.  Creer.  In  Cleveland. 

The  Chairman.  Where  do  tlie  Cleveland  banks  keep  their  reserves? 
Mr.  Creeb.  In  New  York  and  Chicago. 

The  Chairman.  Suppose  you  collect  an  unusual  amount  of  money 
iu  Qereland;  what  is  done  with  it,  in  the  normal  course  of  business  t 

Mr,  Cbbbb.  We  as  a  savings  institution  of  course  deposit  all  of  our 
funds  with  our  depositories. 

The  Chairman.  Do  you  beKeve  the  theory  that  money  seeks  its 
own  level  in  this  country  under  present  conditions  is  correct! 
;  }/Lt.  Creer.  No,  sir. 

The  Chairman.  As  water  would? 

?rfr  CJitEBR*  No  sir* 

ISieU^BAiKMAN.'  wiiAt  happens  when  you  get  overjnvested  ? 
■    Mr.  Crssb.  You  are  getting  4  per  cent      time  money  in  New 
York  to-day,  and  less  on  call,  while  they  are  paying  8  nhd  10  per 

cent  in  Texas  and  western  Missouri.  ,  .  i  ,  . 

The  Chairman.  There  is  a  difference  m  the  security,  which  leads 
to  that  result,  is  there  not?  .  . 

Mr.  Creer.  There  may  be  a  difference  in  security,  but  all  securities 
are  affected  by  the  local  rate,  whether  you  have  good  security,  bad 
aeourity,  or  indifferent  security.  There  is  just  as  good  security  m 
#«9£ero  Missouri  as  there  is  in  New  York  City  for  money,  but  that 
good  security  can  not  have  the  same  rate  as  the  other  security. 

Mr.  Lix)YD.  I  do  not  know  what  that  security  is  in  western  Mis- 
souri on  which  they  get  8  per  cent  for  money.  '  ^ 

•Mr.  Creer.  Missouri  bankers  tell  me  they  get  8  per  cent;  that  is 
all  I  know. 

Mx.'hhOYD,  They  may  get  it,  but  theie  is  plenty  of  money  to  loan 
in  western  Bfissouri  at  5  per  cent. 
.1^  CSBAmMAN.  Warn  you  g0t  oyerloane4,  what  do  you  d^ « 

Mr.  Creer.  Our  loans  are  ill  real  estate  loans.   We  do  not  get 

overloaned.        *  ,  i  • 

Mr.  Finley.  On  that  question  about  investing  the  postal  savings 
funds  in  municipal  bonds,  and  state  bonds  where  there  are  any,  is  it 
or  is  it  not  true,  generally  speakuig,  that  those  bonds,  exc^t  in  large 


of  populatioii  and  financial  centers,  are  not  held  loyally; 

so  that  if  tne  investments  were  made  in  those  bonds  they  would, 
as  a  general  proposition,  be  purchased  elsewhere  and  paid  for  else- 
where ? 

Mr.  Creer.  Yes,  sir;  they  would. 

Mr.  FiNWSY.  Then  so  far  as  receiving  and  paying  out  the  money 
WW  concerned  J  it  would  not  be  a  local  matter  at  both  ends,  would  i^S 

Mr.  Ckebb.  The  only  thought  ^at  I  had  in  i»iiid  in  that  was  this: 
That  a  maricet  would  be  afforded  for  school  bonds  and  municipal 

bonds,  and  that  probably  thereby  the  rate  to  the  school  districts 
and  municipalities  with  those  banks  would  not  be  as  great  in  some 
cases  as  it  is  now.  ■ 

Mr.  Finley.  You  mem  the  future  mmk^^i^ 

Mr.  Cress.  Yes. 

Mr.  FiNUST.  Not  one  for  those  th»t  lire  a)|!9^y  ftoat#di 
Hr^  Caxm*  Nq. 

Mr.  Finley.  That  is,  tlie  local  market  ? 

Mr,  Creer.  Yes. 

Mr.  Lloyd.  The  trust  companies  of  Missouri  and  the  savings  as^ 
ciations  of  Ohio  are  now  practically  the  same  thing? 

Mr.  Creer.  No,  sir;  there  are  trust  companies  in  Ohio,  but  they 
do  ahnost  every  branch  of  bankiog,  with  the  mgh  §*cepti()» 
discounting  of  commercial  paper. 

Mr.  Llqyo.  I  bdiiwre  th»t  w  tm  of  Miasoiiifi. 

Mr.  OsEEB.  Yes. 

Mr.  Lloyd.  Do  they  engage  in  the  bonding  business  ? 

Mr.  Creer.  Yes. 

Mr.  Lloyd.  Bonding  administrators  ? 

Mr.  Creer.  Yes;  and  executors,  and  registrars,  and  so  fortli. 

The  Chairman.  There  is  a  provision  in  the  Senate  bill  which  we  are 
eoBsidering  which  prohibits  investment  of  postal  savings  funds  ijx 
bonds  or  other  securities  be«nsg  mUwB^  a$  Itm  thiw  H  P«9?  i^m^i 
Do  you  think  th^  ia  wise  ? 

Mr.  Creer.  I  should  think  it  was  low  enough,  if  you  lire  gojiig  I0 
make  a  pretense  even  of  making  the  business  sdf-supporting,  if  you 
are  going  to  get  2\  per  cent  for  your  bonds  and  3'OU  are  going  to  pay 
one-quarter  of  1  per  cent  to  a  certain  proportion  of  your  postmasters. 

The  Chairman.  Suppose  you  believed  that  that  was  intended  to 
j^event  investments  in  United  States  bonds;  do  you  thiakiti  W4>]aVi 
be  wise  to  iMrry  out  a  provision  of  that  sort  i 

Mtn  Obeeb.  I  think  it  was  a  mistajce  to  lame  S  cent  United 
States  hoads.  This  biH  should  be  passed  on  its  merits  o?  d^le^t^d  m 
its  demerits.  It  should  not  be  made  a  political  cait's-piiWxta  tsj^ 
governmental  chestnuts  out  of  the  financial  fire. 

The  Chairman.  I  agree  with  you  that  2  per  cent  is  too  low  a  rate 
of  interest. 

Mr.  Creer.  We  know  that  had  it  not  been  necessary  to  have  those 
bonds  to  be  used  by  national  banks  to  secure  ciroulittiom  they  ne¥«f 
could  havA  baen  sold  at  any  such  rate. 

Mr.  Garbneb,  of  New  Jikmf.  Undbr  the  law^  if  there  be 
which  money  like  water  seeks  its  level,  money,  is  subject  to  th^e  satne 
limitations  as  water.    Thel»  must  fee  a  river  bed  through  which  it  can 
flow,  and  there  must  be  established  volume.    In  other  words,  money 
seeks  its  level  in  the  market  where  there  is  the  greatest  demand  for  it, 
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only  to  the  extent  that  money  is  accumulated  and  financial  relations 
are  established  between  the  points. 

Mr!  Gardner,  of  New  Jersey.  And  the  law  applies  only  within 
those  comparatively  narrow  limitations? 

Mr.  Cbber.  Yes,  sir.  For  instance,  real  estate  loans  m  one  State 
maybe  on  a  basis  of  5  per  cent.  Right  over  the  line  in  the  next  State 
real  estate  loans,  security  equal  in  every  respect,  are  commanding 

6  per  cent.  . 

-  Mr.  Gardner,  of  New  Jersey.  Yes,  and  if  a  postal  savmgs  bank  or 
a  government  bank  of  any  kind  operates  to  draw  off  money  from  the 
locaUties  to  a  center  in  small  sums,  it  tends  to  lessen  the  probabdities, 
if  not  to  destroy  the  river  bed  that  leads  to  the  establishment  of  those 
financial  relations  by  which  it  can  readih^  flow  out  and  back. 

Mr.  Ckeer.  It  was  my  purpose  to  confine  myself  to  just  this  phase 
of  the  subject,  which  I  have  tried  to  cover  in  a  cursory  wav;  but,  gen- 
tlemen, my  one  great  objection  to  the  postal  savings-bank  bill  is  that 
it  is  not  banking,  it  is  simply  accumulating  money.  It  is  just  as  desir- 
able to  have  money  to  use  as  it  is  to  have  money  saved  at  all.  Let  me 
illustrate.  Water  is  the  great  Ufe-giving  thing  for  vegetation.  Out 
at  the  foot  of  the  Rocky  Mountains  there  for  centuries  that  volcanic 
dust  has  lain,  and  all  it  needed  was  water  to  make  it  into  the  most  fer- 
tile fields  in  the  United  States,  and  yet  from  the  top  of  those  moun- 
tains, from  time  immemorial,  the  sun  striking  on  those  snow-capped 
peaks  has  sent  down  streams  and  the  water  has  rushed  down  thenr 
sides  and  found  its  way  to  the  sea  for  centuries.  The  water  has  been 
tiere.  The  water  has^  gone  down  and  may  have  helped  some  one  m 
its  passage,  but  it  did  not  help  that  locaUty.  Now,  that  locaUty  was 
not  hell^  imtil  there  was  a  reservoir  there.  The  reservoir,  to  that 
local  community,  is  the  local  bank.  So  it  is  with  the  community  and 
its  supply  of  money;  when  you  take  the  money  away  from  it  you  take 
the  water,  the  life-giving  fluid  of  c(Hnmerce  and  industry. 

Mr.  Gardner,  of  New  Jersey.  That  was  the  idea  I  had,  though  I 
could  not  express  it  so  well. 

Mr.  Creer.  Thank  you,  sir. 

Mr.  Gardner,  of  New  Jersey.  Suppose  the  Government,  m  the 
begimiing,  by  a  constitutional  provision,  if  you  please,  had  made  the 
postal  savings  bank  a  part  of  the  system  and  had  established  some  sort 
of  depositing  in  Washmgton  here  for  those  funds,  so  that  it  had  always 
been  the  practice,  conforming  to  that  system,  to  deposit  the  money  in 
a  post-office  or  with  some  agency,  and  the  money  had  flowed  oQUy  a 
center  here  at  the  capital;  and  from  here,  admit  that  it  would  have 
gone  to  those  cities  where  the  use  of  large  sums  of  money  had  already 
been  established.  Can  you  imagine  the  retarding  eflect  that  that 
would  have  had  on  the  development  of  the  West  ? 

Mr.  Creer.  I  certainlv  c^n,  sir.  Where  the  West  is  dotted  with 
thriving  towns  and  cities  now  there  would  be  nothing  but  the  rolling 
prairie,  because  the  monev  would  not  have  been  there  to  develop  it. 

Mr.  G.\rdner,  of  New  Jersey.  If  we  had  had  that  system  from  the 
beginning  it  would  have  been  a  national  blight? 

l^lr  Creer   Y^os  sir. 

Mr.  FinleV.  Have  you  any  doubt  that  the  ultimate  purpose  of 
those  behind  the  postal  savings  banks  is  to  eventually  invest  the 
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postal  savings  funds  in  United  States  bonds— to  take  up  United 
St;d;t6s  spcuxiti6s  ? 

Mr.  Greer.  It  looks  very  much  as  though  that  was  the  purpose 

of  the  powers  behind  the  biU.  ^  , 

Mr.  Stafford.  On  what  do  you  base  that  opimon? 
Mr.  Creer.  Well ,  that  I  do  not  care  to  elaborate  on. 
Mr.  Stafford.  But  you  have  made  a  statement  here  which  it 

seems  to  me  should  have  some  explanation. 

Mr.  Creer.  Gentlemen  of  the  committee,  I  have  been  trying  to 
talk  on  this  subject  not  as  it  affects  a  banker,  and  not  from  any  po- 
litical angle  whatever,  and  it  is  seemingly  somewhat  evident  that 
it  is  being  passed  more  as  a  political  expedient  than  as  an  econonuc 

Mr.  Stafford.  Have  you,  in  your  experience  as  a  banker,  ever 
been  connected  with  a  bank  that  has  had  safety-deposit  vaults? 

Mr.  Creer.  Yes.  . 

Mr.  Stafford.  For  how  many  years  were  you  connected  with  any 

such  bank  ? 
Mr.  Creer.  Well,  just  a  few  years. 

Mr.  Stafford.  Were  those  years  a  period  when  there  was  at  any 
time  a  run  on  the  bank  or  when  there  was  fear  among  the  people  as 

to  the  security  of  banks  ?  j    •  u 

Mr.  Creer.  No  ;  not  during  the  time  that  I  was  connected  with 

the  bank  having  safety  deposit  vaults. 

Mr.  Stafford.  Have  you  any  acquaintance  with  the  question  or 
the  deposit  of  currency  in  safety  deposit  vaults  1 

Mr.  Stafford.  To  what  extent  do  you  think  funds  are  deposited 
for  safe-keeping  in  safety  deposit  vaults?  ,  u 

Mr.  Creer.  In  case  of  panic,  of  course,  people  do  very  foohsh 
things,  and  among  them  is  to  take  money  in  currency  from  their 

credit  in  the  bank  and  put  it  into  a  safe-deposit  box.  _ 

Mr.  Stafford.  Have  vou  ever  lieard  of  money  being  reposed  m 
safety  deposit  vaults  at  a  time  when  there  were  no  panicky  conditions 
existing? 

Mr.  Creer.  Until  such  time  as  there  were  no  pamcky  conditions 

Mr^TAFFORD.  I  will  ask  the  stenographer  to  read  the  question. 
(The  stenographer  repeated  the  question,  as  follows:) 

Mr.  Stafford.  Have  you  ever  heard  of  money  being  reposed  in  safety  deposit 
vaults  at  a  time  when  there  were  no  panicky  conditions  existing? 

•  Mr.  Creer.  No;  I  can  not  say  that  I  have. 

Mr.  Stafford.  Do  you  beheve  there  is  any  amount  of  currency 

in  hiding  in  any  part  of  the  country  ? 

Mr.  Creer.  Not  any  considerable  amount. 

Mr.  Stafford.  You  do  not  believe  that  the  foreigners  are  with- 
holding money  from  deposit  m  banks  because  of  fear  of  the  security  of 

the  banks  ?  .  ,       ,  ■  -xu 

Mr.  Creer.  There  may  be  a  little  of  that,  but  as  compared  with 
statements  that  are  sometimes  made,  it  is  mfinitesunal.  When  we 
consider  the  large  amount  of  money  necessary  every  day  m  the  pubhc 
marts  of  trade,  in  our  large  retail  stores  all  over  the  country,  when  we 
consider  that  manufacturers  and  merchants  and  miners  are  drawmg 


currency  from  banks  every  cc^endar  day  in  the  year,  with  the  exfiep*- 

tion  of  Sundays,  for  their  pay  rolls,  when  we  consider  that  we  arc  ft 
people  who  carry  money  on  our  persons,  from  the  man  who  carries  as 
little  as  I  do  myself  to  tlie  man  who  delio;hts  in  flashing  a  roll  on  you 
as  big  as  your  list,  and  when  we  consider  that  there  is  only  $33.50  in 
currency  to  every  person  in  the  United  States,  1  think  if  you  found 
but  what  th&t  m^chAnt  had  in  his  till  bxhA  that  manufacturer  had 
in  his  safe  and  that  miner  had  in  his  pay  envelope  that  day,  and  th« 
Mohey  that  was  on  the  person  of  every  indivicraal,  and  tlwB  money 
that  was  in  the  steel  banks  that  by  the  hundreds  of  thousands  hav% 
been  scattered,  to  promote  savings,  all  over  the  country,  if  you  had 
an  inventory  of  that  at  12  o'clock  some  day,  the  currency  then  not 
in  the  banks  would  be  very  largely  accounted  for,  and  the  stories  we 
inre  told  about  the  stocking,  whether  it  is  of  silk  or  lisle  .or  wool,  or 
about  the  chimney  pot,  or  the  hole  back  &t  the  brick  in  the  base^ 
ment,  would  seena  very  much  like  farce  or  comedy. 

Mr.  TjLoyd.  Do  you  think  there  is  any  way  to  asc^ain  or  get  any 
correct  idea  of  the  amount  of  money  that  is  in  this  actual  hiding  thftt 
you  are  talking  about  ? 

Mr.  Cheer.  Only  by  the  process  of  elimination.  If  you  could  take 
such  an  inventory  as  I  have  enumerated,  and  you  knew  what  was 
in  the  banks,  the  rest  I  think  would  be  accounted  for;  and  if  you 
«ould  mAke  an  esliiniUie  then  ol  the  amount  of  money  that  had  been 
destroyed  in  one  way  or  another,  that  was  never  recovered,  you  would 
know  pretty  near  how  much  would  be  in  hiding. 

Mr.  Lloyd.  We  have  no  way  of  determining  how^  much  has  hem 
destroyed  ? 

Mr.  Creer.  No. 

Mr.  Lloyd.  Or  how  much  has  been  burned  up  i 
Mr.  Cbeeb.  No. 

Mr.  Lloyd.  Or  how  much  has  been  lost  ? 

Mr.  Creer.  No;  but  I  think  if  anyone  wiU  contemplate  what  I 

have  just  said,  it  will  seem  evident  that  there  is  not  any  large  amount 
of  money — as  some  have  said,  hundreds  of  millions  Of  dollars — ^ili 
hiding.    I  think  that  is  a  ridiculous  statement. 

Mr.  Stafford.  You  do  not  know,  as  a  matter  of  fact,  whether  it  is 
true  or  not? 

Mr.  Creer.  No;  that  is  my  opinion. 

Mr.  Staffcmd.  Theire  a^  m  statistics  by  which  you  could  deter- 
inine  it  ? 

Mr.  Creer.  No;  that  is  a  fact  that  it  is  hard  to  get  at. 

The  Chairman.  There  could  not  be  any  statistics  on  that  subject  1 

Mr.  Creer.  No;  that  is  an  impossibility. 

The  Chairman.  Are  there  any  other  questions?  If  not,  that  is  al|. 
Mr.  Creer.  I  thank  you,  gentlemen. 

jMSTUmAL  STATfiHEST  OF  MB.  LUCIUS^  TETfift,  OF  CmQAQQ, 

nx. 

Mr.  Teter.  Mr.  Chairman,  the  next  speaker  will  represent  a 
different  section  of  the  country,  and  I  think  before  leaving  the^  dis- 
cussion of  the  West  it  would  be  well  for  me  to  reassert  our  pOMtioh 
in  this  matter.  We  find  an  entirely  common  ground  with  you  gentlfe- 
tiien  of  the  committee  who  wish  these  deposits  to  be  safeguarded.  - 
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Mr  Lloyd.  Mr.  Teter.  in  this  connection,  I  do  not  think  you  ought 
to  get  an  impression  from  any  member  of  the  committee  that  he  fia^ 

**^S^.^l'wiU  be  very  brief,  Mr.  Chairman,  and  I  wantecl  t0 
collect  together  two  or  three  points  right  here,  before  you  leave  this. 
We  are  absolutely  with  those  people  who  want  these  savings  safCy 
guarded.    The  question  is  whether  we  shall  have  a  temporary  ex- 
pedient to  possibly  care  for  a  few  people  in  those  States  that  hAve 
not  adequate  laws  as  vet,  dr  whether  we  will  all  unite  m  making  aws 
as  they  should  be.   In  33  States,  \^dthin  ten  years,  the  banking  laws 
have  been  improved.   The  national  banking  act  has  been  improved 
m  that  time  by  quaUfying  charters  of  $25,000.  It  has  not  been  very 
long  since  the  State  of  Wisconsin  passed  its  segregation  act.   It  hd^ 
not  been  quite  so  long  since  Michigan  passed  its  segregation  i^ct. 
It  is  not  as  long  as  that  since  California  passed  its  a4St.    Now,  t^j 
question  is,  here  after  our  country  is  100  years  old  are  we  gomff  t^ 
put  this  temporary  expedient  on,  or  are  we  all  going  to  work  togetne? 
alon«  the  evolutionary  Unes  of  pushing  these  reforms  in  bankings 
In  my  own  State,  Illinois,  I  regret  to  say  we  have  no  segregation 
law:  but  within  two  years  we  have  passed  a  very  much  improved 
banking  act.  The  next  act,  I  hope,  will  include  a  segregation  feature. 
So  we  are  iust  as  sorry  as  anybody  to  hear  the  reports  of  these.loss^. 
The  postal  savings  bank,  however,  Mr.  Chaurman,  is  not  going 
prevent  losses  of  money  like  that  of  the  $7,000  that  Mr.  Lloyd  spoke 
of,  if  it  limits  savings  deposits  to  $500.  Therefore,  in  doing  the  goo*, 
let  us  do  the  greatest  good  in  making  proper  regulations  of  existiljg 
banks,  and  work  along  the  lines  of  improved  legislation. 

Mr.  Stafford.  You  do  not  question  the  authority  of  the  National 
Government  or  the  propriety  of  the  National  Government  s  action 
in  requiring  the  segregation  of  savings  funds  from  current  funds,  when 
deposited  in  national  banks  ? 

Mr.  Teter.  I  do  not.  .      ^    »  ^ 

Mr  Stafford.  What  was  the  reason  that  the  American  Bankers- 
Association  rejected  the  proposition  to  favor  the  segregation  of  those 
deposits  at  its  last  annual  convention  ?  , 

Mr.  Teter.  Mr.  Chairman,  I  was  not  present  when  the  matter  wte 
acted  upon.  It  is  a  question  which  is  young,  as  yet,  in  the  minds  of 
a  large  percentage  of  the  banking  people.  I  thmk  I  can  say  without 
the  possibility  G?  criticism  that  the  men  who  are  thinking  along  the 
most  advanced  lines  in  bankmg  circles  are  in  favor  of  that;  I  do  not 
believe  that  there  is  a  member  of  the  banking  fraternity  present  lier^ 
who  does  not  favor  that ;  but  it  is  possible  that  the  question  was  pre- 
sented in  such  a  way  that  it  was  not  discussed  as  sometimes  happens 
with  those  things,  and  went  more  or  less  by  default.  I  know  tliat  is  a 
eentim^t  that  is  growing. 

Mr.  Stafford.  Oh,  I  beg  to  diflfer  with  the  gentleman  there,  when 
he  says  it  was  not  discussed.  It  was  considerably  discussed,  ai^  it 
was  proposed  as  an  alternative  to  the  proposition  of  postal 

^^Mr^  Teter.  The  secretary  of  the  American  Bankers'  Associationb 
here,  and  I  will  let  him  speak  of  that  later,  as  he  doubtless  had  im 

**The*point  remains  true  that  that  would  be  constructive  legislation, 
and  we  ate  in  favor  of  it.   I  ma^  say,  Mr.  Stafford,  the  only  bank.m 
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our  State  which  lias  failed  in  several  years  past  was  a  national 
ank.  Your  state  law  is  ideal;  but  although  a  national  bank  gener- 
ally shows  up  very  favorably  on  inspection,  the  last  and  only  impor- 
iant  failure  in  your  State  in  some  time  was  that  of  a  national  bank. 
I  ^uiie  agree  that  those  banks  should  be  included  and  the  funds 
segr^atea. 

Mr.  Stafford.  I  quite  agree  with  you  on  that. 

Mr.  Teter.  Mr.  Chairman,  in  the  last  year  I  have  traveled  between 
35,000  and  40,000  mik  s,  principally  in  the  investigation  of  this  ques- 
tion, and  I  am  not  going  to  tell  you  all  the  things  I  found  out,  but  to 
me,  a  loyal  American,  there  is' much  that  is  hopeful  in  all  of  this 
situation.  In  these  newer  States  I  have  visited,  South  Dakota  and 
North  Dakota,  I  have  gone  far  beyond  the  railroad  terminals  in  many 
cases,  investigating  conditions,  and  I  found  their  banking  laws,  more 
or  less  primitive  in  the  beginning,  requiring  $5,000  in  the  original  act 
and  now  requiring  $10,000,  are  on  the  up^ade,  and  those  or  us  who 
look  upon  banking  with  somewhat  professional  ideas  believe  that  we 
"ai-e  working  along  the  line  of  an  evolutionary  upgrade  in  these 
matters,  and  it  is  simply  a  question  with  us  whether  this  side  step  of 
temporarily  caring  for  a  limited  number  of  people  with  a  limited 
amount  of  money  shall  be  made,  or  whether  we  shall  all  work  to- 
gether on  the  upgrade. 

Mr.  Stafford.  Mr.  Chairman,  are  we  to  understand  that  Mr.  Teter 
is  not  going  to  give  us  the  advantage  of  the  information  he  has  gained 
in  his  inspection  of  these  various  parts  of  the  country  on  this  subject? 
If  he  has  anv  information  I  think  he  ought  to  disclose  it,  because  we 
want  all  the' information,  and  the  best  information,  we  can  get. 

The  Chairman.  What  is  the  result  of  your  investigations? 

Mr.  Teter.  Mr.  Chairman,  the  results  of  my  investigations  are 
that  banking  conditions  in  the  West  are  very  much  as  Mr.  Gurney 
expressed  them  this  morning.  I  do  not  quite  agree  with  the  theo- 
retical reply  that  he  made,  that  money  always  gets  to  its  level.  It 
would,  pethai)s,  if  it  was  let  alone;  but  the  fact  still  remains  that  in 
my  institution  in  Chicago  to-day  we  liave  loans  to  many  banks  in 
the  Northwest  who  are  paying  us  6  per  cent  interest  for  that  money 
and  are  taking  the  money  out  there  and  loaning  it  to  the  people  at  a 
higher  rate  of  interest.  That  speaks  more  eloquently  than  I  possibly 
could  for  the  fact  that  there  is  not  enough  money  in  those  newer 
communities,  and  that  any  plan  that  would  take  those  funds  from 
those  communities  to  another  point  would  injure  the  developinent  of 
those  communities.  That  those  communities  are  increasing  m 
strength  and  importance,  both  in  population  and  in  banking  strength, 
is  shown  by  the  statistics  w^hich  Mr.  Gurney  gave  you  this  morning, 
which  I  shall  not  burden  vou  by  repeating. 

The  Chairman.  Is  it  not  true  that  at  all  times  some  banks  m  all 
sections  of  the  country,  in  the  country  districts,  are  borrowing  money 
of  their  reserve  agents — I  do  not  mean  all  banks,  but  some  banks  ? 

Mr.  Teter.  No,  Mr.  Chairman  

The  Chairman.  I  have  been  connected  with  a  national  bank  at  a 

reserve  center  for  a  great  many  years,  and  I  have  never  known  a  time 
when  some  of  the  correspondents  of  that  bank  were  not .  borrowing 
money  from  it. 

Mr.  Teter.  But,  Mr.  Chairman,  I  beheve  you  will  agree  with  me 
^viiien  I  say  that  over  that  period  ci  years  the  frontier  line  of  the  bor- 
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rowers  has  been  gradually  moving  westward.  When  I  first  went 
into  a  Chicago  bank  eighteen  years  ago,  there  were  a  number  of  banks 
in  Illinois  and  Iowa  that  borrowed.  I  say  there  were  a  number  of 
them.    There  are  comparatively  few  of  the  Illinois  and  Iowa  banks 

now  that  come  into  the  market  for  loans,  whereas  in  the  newer  sec- 
tions farther  west  they  are  still  very  considerable  borrowers ;  not  so 
much  as  they  used  to  be.  As  I  said  before,  it  is  an  evolutionary  situa- 
tion. As  they  get  older  and  accumulate  more  money  they  become 
less  borrowers  from  outside.  But  the  rate  is  higher  m  the  new  com- 
munities. We  could  loan  money  to-day  in  Texas  on  cattle  at  from 
10  to  12  per  cent,  and  it  is  just  as  safe  to  the  Texas  banker  as  a  loan 
on  Wall  street  collateral  is  to  a  Wall  street  banker. 

The  Chairman.  We  have  both  of  us  diverged  a  little  from  what  we 
were  talkbg  about.    Let  us  get  back  to  the  results  of  your  observar 

tions.  .       ,        ■  ^    e  4.U 

Mr.  Teter.  Yes;  Mr.  Chairman,  I  was  covermg  the  pomt  oi  the 

interest  rate. 

Mr  Teter.  I  have  made  inquiries  in  every  section  of  the  country, 
except  on  the  Pacific  coast,  with  reference  to  the  local  demand  for 
postal  savings  banks.  I  will  have  to  say  at  once  that  a  large  peFceni^ 
ao-e  of  my  inquiries  have  been  made  of  bankers,  which  in  your  minds 
may  rob  this  of  some  of  its  value.  However,  I  have  inquired  of  a 
good  many  other  people;  but  many  of  my  inqumes  have  been  made 
M  bankers.  I  may  say,  since  they  were  speaking  to  a  fellow-banker 
ttiere  would  be  no  particular  pomt  m  their  trying  to  deceive  me ;  and 
the  interesting  thing  that  develops  there  is  that  the  demand  for  postal 
savings  banks,' where  any  exists,  seems  to  be  more  m  the  cities,  that 
are  well  supplied  with  savings  banks,  than  in  the  rur^  disiancts.  i 
was  absolutely  unable  to  find  in  Kansas  or  Dakota  or  Afinnesota  any 
demand,  or  in  Alabama  or  Mississippi  any  demand,  on  the  part  of  the 
people,  for  postal  savings  banks. 

Mr.  Li.oYD.  Did  you  travel  all  over  Kansas  l 

Mr.  Tetee.  Not  quite  all  over.  u  .  •  .i,  .  i 

Mr.  Lloyd.  The  reason  I  am  mqumng  about  that  is  that  we  liave 
a  Representative  on  this  committee  from  Kansas,  and  he  has  a  dif- 
ferent view  from  what  you  have;  that  is,  he  thmte  the  sentmaenta 
differ  from  what  you  have  stated.  •     xu  * 

Mr  Teter.  I  recall  Kansas  verv  definitely,  because  the  visit  that 
T  made  there  was  to  Wichita  at  the  time  of  the  meeting  of  the  Kansas 
Bankers'  Association.  I  was  known  to  those  men  as  being  interested 
in  this  subject,  and  looking  for  accurate  information,  so  that  I  beheve 

what  the  men  told  me. 

Mr.  Gardner,  of  New  Jersev.  How  many  States  did  you  mention  f 
Mr  Teter.  South  Dakota,  Iowa,  Wisconsin,  Alabama,  Mississippi, 
and  Mar^dand;  practicallv  every  State  this  side  of  the  Roc^-  Moun- 
tains, including  Colorado.  These  men  told  me  uniformily  that  they 
found  no  local  demand  for  the  postal  savings  bank.  I  am  qiiit^  wilhng 
to  be  frank  with  you,  as  I  have  always  been,  in  saying  that  it  has  been 
hard  to  get  those  bankers  in  Kansas  and  out  in  that  country  to  believe 
that  there  was  enough  demand  for  this  legislation  to  pass  it,  and  they 
were  rather  inclined  to  think  that  there  would  not  be  a  law  of  this 
kind    I  think  that  is  a  pretty  clear  explanation  of  that  situation. 


Mr.  Lloyd.  Speaking  of  Kansas,  did  you  visit  the  various  points  • 

in  Kansas  or  did  you  simply  visit  this  one  place  where  the  bankers 
were  all  congrejg;ated  ? 

Mr.  Teteb.  in  that  State  1  only  visited  the  one  point,  at  this  time" 
I  speak  of. 

Mr.  Lloyd.  At  that  place,  did  you  get  your  infonnation  from  the 
bankers  who  were  present,  or  did  you  get  it  from  people  who  live  in 
Wichita  ? 

Mr.  Teter.  In  that  case,  from  the  bankers. 

Mr.  Lloyd.  Then  you  have  no  information  from  Kansas  excepting 
that  which  you  have  obtained  from  the  bankers  in  Kansas  ? 

Mr.  Teter.  Except  that  which  I  obtained  from  the  bankers,  in 
Kansas  I  have  not. 

Mr.  Lloyd.  And  you  found  all  the  baak^  in  Kansas  against  the 
post^  savings-bank  system  ? 

Mr.  Tbter.  I  can  not  say  all,  because  I  did  not  talk  with  all  of 
ilnm,  nor  did  tiiey  take  a  vote  on  it. 

Mr.  Lloyd.  All  that  you  conferred  with  were  against  it  ? 

Mr.  Teter.  Yes. 

Mr.  Lloyd.  Did  you  find  any  sentiment  in  Kansas — did  you  hear  of 
WW  sentiment  in  Itansas — ^favorable  to  the  postal  savings  b.anks  ? 
Mr.  Teteb.  I  did  not. 

Mr.  Stafford.  Do  you  claim,  seriously,  that  any  portion  of  the 
ji>ankers  throughout  any  part  of  the  country  are  in  favor  of  the  estab-> 
lishment  of  postal-saving  depositories? 

-  Mr.  Teter.  No;  I  should  say  not. 
Ml".  Lloyd.  Were  you  in  Missouri  ? 

Mr.  Teter.  Yes.    A  large  percentage  of  my  information  there  was 
gotten  from  men  whom  X  know. 

Mr.  Lloyd.  They  are  bankers,  also  ? 
Mr.  Teter.  Most  of  them. 

Mr.  Lloyd.  Do  you  find  any  sentiment  in  Missouri  in  favor  or 
postal  savings  banks? 
Mr.  Teter.  None  at  all. 

Mr.  Lloyd.  Do  you  know  how  the  farmers  of  Missouri  feel  about  it  ? 
Mr.  Teter.  I  do  not. 

Mr.  Lloyd.  Do  you  know  how  what  is  known  as  the  laboring  ele- 
ment in  Missouri  would  feel  about  it  ? 

Mr.  Teter.  I  can  e«ily  answer  that  in  speaking  of  the  laboring  ele- 
ment, generaUy ;  not  as  to  Missouri.  I  thmk  that  there  has  been  more 
of  a  sentiment  on  the  part  of  the  labor  organizations  in  favor  of  the 
legislation  than  on  the  part  of  the  farmers.    I  find  that. 

Mr  Lloit).  You  find  that  generally  ? 

Mr.  Teter.  Yes,  I  find  that.  That  brings  me  back  to  my  other 
point,  that  the  only  other  sentiment  of  any  particular  consequence — 
and  that  is  very  slight — seems  to  exist  among  the  quasi-laboring 
organizations  in  the  large  cities  who  seem  to  feel  that  the  banking 
biterests  are  dUed  on  the  other  side  of  all  questions  in  which  they  are 
hivolved,  and  they  favor  the  dealing  with  the  Grovemment,  as  indeed 
Ihey  seem,  many  of  them^  to  feel  that  the  Governm^t  sdiould  haiidl* 
public-service  corporations  and  others. 

Mr.  Stafford.  What  ground  have  you  for  asserting  that  their 
position  is  that  because  of  their  attitude  toward  bankers,  and  not 
for  some  other  well-grounded  reason  ? 
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Mr.  Teter.  Mr.  Chairman,  I  was  asked  in  this  matter  only  to 
cive  mv  conclusions  from  my  visits  in  different  places,  and  wkat  1 
sftv  muk  be  regarded  in  that  same  light.  There  has  been  a  compara- 
tively recent  illustration  of  that  point  m  the  city  ot  Philadelpliia.  if 
vou  Will  recall.  This  is  a  little  oft  the  point,  but  you  know  there  has 
been  a  very  definite  attempt  to  boycott  all  the  banks  m  the  city  of 
Philadelphia  because  they  would  not  take  a  hand  m  settlmj  a  strike 
that  is  pendmg  there,  rather  iUustrating  the  point.  A\e  Imd  very 
frequently  that  for  some  leas^  that  class  of  people  feel  that  the 
banks  are  against  them,  when,  as  a  matter  of  fact,  if  the  banks  of 
any  ot  the  large  cities  were  stopped,  they  would  aU  stop.  too. 

Mr.  Gardner.  Is  it  not  natural  that  you  should  be  ctefised,  tnsm 
their  standpoint,  as  belonging  to  the  capitalistic  element  ? 

Mp.  Teter.  I  think  it  dates  back  to  the  first  murder,  when  tb» 
mm  who  had  was  attacked  by  the  man  who  had  not 

Mr»  &rAFW>RD.  la  it  not  possible,  and  highly  probable,  that  the 
wage-earning  class,  recognizing  the  insecurity  of  the  savmgs  deposits 
in  unprotected  banks,  should  desire  to  have  protectioa  of  the  Uov- 
^rnment  through  postal-savings  securities? 

Mr  Teter.  There  is  not  any  question  about  that,  but  1  tlimK:  it  is 
for  us  to  understand  the  broad  problems  of  finance  better,  to  pomt 
the  way  that  the  money  must  be  put  back  mto  industrial  operaUons 

to  keep  them  going.  ,  .     ,     i    xi      4.  ur  u 

■  Mr.  Stafford.  You  do  not  mean  to  claim  that  by  the  establish- 
ment of  postal  savings  depositories  the  money  wouki  be  withdiawn 
fwHh  the  avenues  of  circulation  and  investment  ? 

Mr  Teter.  I  mean  very  d^itely  just  that,  that  to  the  extent 
that  money  is  withdrawn  from  the  newer  States— I  ask  nothing  for 

the  country  east  of  the  Mississippi— j«st  *o  ^^a-*  e**®"*  ™  a^T 
velopment'of  that  countrv  and  the  welfare  of  its  people  be  affected. 

Mr.  Stafford.  The  bill  before  us  does  not  contain  any  plan  to 
withdraw  the  funds  from  the  locahties  of  deposits. 

Mr.  DoDbs.  Mr.  Teter,  going  back  to  the  question  of  your  inquiry, 
would  not  the  bankem,  if  there  were  a  sentiment  in  favor  of  postal 
savings  banks  in  the  communities,  be  about  the  hat  persona  to  find 
it  out,  naturally,  unless  they  went  out  to  mAke  particular  inquiry  m 
regard  to  it  themselves  ?  Would  not  their  own  busmess,  being^  in 
opposition  to  it,  keep  them  from  learning  what  the  people  thmk 

about  it  ?  ,        •  w  1    X  IT 

Mr.  Teter.  I  think  that  in  many  cases  that  might  be  true.  How- 
ever, it  has  been  discussed  so  much  in  the  press  that  it  is  a  public 
auestion,  and  it  is  rather  natural,  T  think,  for  those  thmgs  to  be  (hs- 
cussed  with  the  local  bankers.  I  have  heard  from  a  good  many  of 
them,  and  have  asked  them  to  poll  the  people  who  come  m.  Alter 
all  is  said  and  done,  that  is  the  only  way  we  can  get  mformation: 
and  the  sentiment,  as  I  have  said,  runs  very  lightly  m  the  agncultural 
States,  and  even  lighter  in  the  South,  where  every  planter  knows  that 
^  greatest  difficulty,  and  the  South's  great  difficulty,  is  in  gettmg 
«M>ugh  money  to  do  business. 

Mr!  Lloyb.  On  tiw  other  hand,  is  not  this  true,  if  these  bankers  get 
their  information  fr«n  those  who  come  into  the  bank,  they  are  getting 
their  information  from  those  who  patronize  the  banks,  and  who  have 
more  sympathy  with  the  bank  ;  m  other  words,  they  are  obtaining 
.their  iiiormation  from  the  bank  itself  ? 
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Mr.  Tetbr.  I,  of  course,  can  not  do  other  than  admit  that  that  is  a 
fact  However,  we  have  but  to  recall  the  constituency  of  our  various 
rural  communities  in  the  West  to  recall  the  fact  that  a  larce  percentage 
of  all  the  people  in  these  communities  are  clients  of  the  banks,  and  to 
say  (if  I  may  add  just  a  word  there  which  I  want  to  go  in  my  report), 
these  States  which  are  so  often  mentioned  as  being  so  short  on  savings 
deposits,  those  classes  of  people  who  would  be  operatives  m  New 
England  are  agriculturists  m  Nebraska;  in  southern  Wisconsm  dany- 
men,  and  so  on,  and  they  keep  a  cheeking  account.  That  point,  I 
think,  was  touched  upon  by  Mr.  Giimey  this  morning,  and  we  are 
trving  not  to  duphcate.  But  do  not  forget  that  you  go  out  on  the 
plains  of  Kansas  or  Nebraska  or  South  Dakota,  and  a  large  percentage 
of  the  settlers  are  agriculturists,  and  they  keep  their  money  m  the 
form  of  check  accounts,  and  they  are  clients  of  the  local  banks.  1 
was  in  the  town  of  Platte,  S.  Dak.,  a  town  9  years  old  where  they 
have  three  banks,  two  or  three  of  them  operated  by  Bohemians,  it 
is  a  larc'e  Bohemian  settlement,  a  great  and  prosperous  community. 

Mr  Sfafpokd.  Have  you  any  data  as  to  the  percentage  or  propor- 
tion of  the  farmers  in  those  local  communities  who  do  busmess  with 

the  local  banks  ?  , ,    «  •  * 

Mr  Teter.  I  have  not.  I  believe  that  Mr.  Gumey  gave  some  infor- 
mation of  that  sort  this  morning,  which  is  in  the  record.  Of  course, 
he  has  more  immediate  experience  with  that.  My  own  experience 
with  so-called  "country  banks"  is  that  a  veiy  large  percentage  of  the 
population  around  a  bank  are  clients  of  that  bank.  ^      ^  •  ^ 

Mr  &rAFFOKD.  I  know  in  Wisconan,  hi  the  agricultural  districts, 
while  a  number  of  the  fanners  have  cuirent  accounts,  that  there 
are  a  great  number  who  do  not  avail  themselves  of  the  banking  prm- 
leges,  and  1  would  expect  this  as  you  go  farther  west,  where  tb» 
country  is  more  sparselv  settled,  that  the  proportion  would  mcrease. 

Mr  Gardner.  V\hat  do  they  do  with  the  money? 

Mr  Stafford.  Keep  it  in  their  stockings,  so  to  speak,  or  keep  it 
in  then-  bureau  drawers.  I  have  had  an  instance  called  to  my 
attention  of  a  farmer  north  of  Milwaukee— how  true  it  may  be^  1 
can  not  say— where  he  is  withholcUng  thousands  of  doUars  m  his 
private  chest  because  he  lacks  faith  in  the  banks. 

Mr.  Lloyd.  This  bill  would  not  meet  his  case,  or  any  biU  we  are  • 

likely  to  pass.  .  . 

Mr  Stafford.  It  would  meet  his  case  up  to  a  certain  amount. 
A  Member.  I  do  not  think  anyone  contemplates  a  maximum 

amount  in  this  bill.  »    .  i  i^*^  

'  Mr.  Stafford.  Of  course,  that  is  a  matter  to  be  taken  up  later, 

as  to  what  the  bill  will  really  be.  .     .  i_  i.  ^   *»c 

Mr  Teter.  Mr.  Chairman,  I  did  not  expect  to  take  but  a  moment  s 
time  when  I  got  up,  but  I  am  quite  wilUng  to  answer  more  questions. 
I  want  to  call  your  attention,  however,  to  one  thing. 

Mr  Stafford.  Just  there,  in  your  travels  that  you  spoke  of  tn 
prefaising  your  remarks,  which  gave  rise  to  the  request  that  you 
ove  us  the  benefit  of  your  observations,  have  you  made  a  visit  to 
any  foreign  countries  where  postal  savings  banks  are^  in  operation, 
so  that  you  can  ^ve  us  the  benefit  of  the  workmg  of  the  systems  m 

those  countries?  .     ,     ^    .       i.  tk^ 

Mr.  Teter.  I  have  not;  I  am  expecting  to  start  next  month. .  ine 
record  of  those  foreign  countries  is  pretty  well  before  us  m  prmt,  and, 
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while  diverging  from  my  line  of  thought,  I  will  say  this  m  that  con- 
nection, that  as  yet  I  have  not  been  able  to  find  any  <fm^on  ground 
of  similaritv  between  the  old  countries  of  the  continent  and  our  West. 
The  countries  are  founded  on  an  entirely  different  theory.  Our  ances- 
tors were  people  who  came  away  from  those  countries  to  estabhsh  a 
different  form  of  government.  They  came  over  where  there  was  lots 
of  land  to  be  occupied,  where  men  who  were  practically  servants, 
slaves,  serfs  in  the  old  country,  could  come  here  and  become  property 
ownere.  We  have  been  a  nation  tiiat  has  developed  as  a  nation  of 
communities,  gradually  pushing  our  frontier  from  the  Atiantic  to  the 
Pacific,  not  on  account  of  the  banks,  but  through  the  cooperation  of 
the  baAks  and  the  people,  the  people  and  the  banks  ^orkiije  together, 
and  there  is  no  parallel  whatever  m  England  m  that;  there  is  no 

parallel  in  France.  "  .    ^      i„  ;„ 

Mr  Stafford.  Why  are  not  the  conditions  existing  in  Canada,  m 
tiie  western  part  of  the  Dominion,  or  any  part  of  Canada,  and  the 
conditions  existing  in  Australia,  where  postal  savings  depositories  are 
established,  parallel  to  the  conditions  m  the  sparsely  settied  commu- 
nities of  our  West  ?  .     .    ,         ^       1  i-i 

Mr  Teter.  The  Canadian  iUustration  is  the  most  nearly  hke  ours 
and  the  point  of  di^erence  there  exists  in  this,  that  they  have  not,  i 
will  sav,  an  unstable  form  of  government,  or  a  government  that  i» 
unsettled  often  bv  political  changes,  and  the  postal  savings  bank  has 
run  along  and  has  less  deposits  to-day  than  it  had,  I  think  five  years 
ago.    It  has  less  deposits  by  one-third  than  our  savings  mstitutions  m 

^^I?^Stafford.  Do  you  cite  the  fact  that  it  has  less  deposits  as  an 
argument  that  the  establishment  of  postal  savings  depositories  wiU 
not  interfere  with  the  deposits  in  private  institutions  ?  ^  .  ^ 
Mr  Teter.  No;  I  cite  that  as  an  illustration  of  the  fact  that  in  a 
coiintry  where  monev  is  used  locally,  and  a  satisfactory  banku^ 
system  exists,  there  is  not  the  great  need  for  it  that  has  been  claimed. 

Mr  Gardnbe.  Have  you  ever  given  attention  to  this  phase  ot  the 
subieist?  If  you  have  not,  I  wish  you  would  when  you  go  abroad. 
A  gentleman  who  does  not  desire  to  come  here  reached  the  conclusion 
in  some  part  of  southern  Europe  that  theu-  blight,  their  curse,  was 
the  postal  savings  system;  that  the  continual  drawing  of  tiie  savings 
of  the  people  to  the  throne,  as  he  put  it,  through  the  postal  savings 
bank,  prevented  an  accumulation  of  any  funds  m  any  locahty  by 
which  they  could  organize  any  local  banking  system  by  which  they 
could  do  Miy  business,  and  that  if,  as  he  put  it  to  me,  the  spirit  and 
the  enterprise  were  presMit  to-day  in  some  of  the  towns  of  Italy  to 
reform  and  modernize  and  improve  at  home  instead  of  coming  here, 
that  their  greatest  obstacle  would  be  tiie  postal  saymgs-bank  system 
drawing  away  then:  money.   Have  you  ever  considered  that  piiase 

of  the  question  ?  ,    •    ,     a    t     •  j  «  ^^^^^^4^ 

Mr.  Teter.  That  would  seem  very  logical.  As  I  said  a  moment 
Rcro  I  have  not  been  able  to  investigate  it  on  the  spot.  1  have 
talked  with  some  Frenchmen  who  have  become  Americans  and  who 
do  not  send  then-  money  to  the  French  postal  savings  bank,  and 
thev  tell  me  that  the  effect  of  tiie  postal  saymgs  bank  there  has  been 
■  to  limit  the  numb«r  erf  banka,  and  that  in  aWe  number  of  com- 
munities there  are  not  adequate  banfang  facihUes  fw  commercial 
purposes,  because  the  Government  first  has  taken  out  of  the  com- 
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fxnmity  a  large  percentage  of  the  money  ibere,  tmd  dad  not  encotmigi 
the  establishment  of  new  banks.    If  you  will  recall,  Mr.  Qtmiej^ 

told  you  this  morning  that  in  his  State  banks  were  started  in  towns 
from' 250  up.  That  does  not  exist  there.  The  first  reserve  money 
going  into  the  postal  savings  bank,  of  course,  would  handicap  the 
future  of  a  new  institution.  So  I  am  told  the  hoarders  in  France, 
Yhem  we  talk  so  much  about,  really  are  merchants  who  must, 
because  there  are  no  local  baoks,  carry  a  sufiicient  stock  of  moiitip 
hi  theu>  safes  and  in  thek*  stores  to  carry  on  their  business. 

Mr.  Stafford.  You  have  placed  in  the  record  a  stat^nent  tiial 
the  deposits  in  the  Canadian  postal  savings  bank  at  the  present  time 
are  less  than  they  were  five  years  ago.  I  wish  to  direct  your  atten- 
tion to  the  table"^  as  found  on  page  77  of  Senate  Report  No.  125,  in 
which  are  stated  the  deposits  m  the  Canadian  postal  savings  bank. 
I  will  especially  direct  your  attention  to  the  amount  of  deposits, 
beginning  with  the  year  1888.  In  1888  thei«  were  twenty  millioii 
and  some  odd,  and  in  eadh  year  t&ere  has  been  aa  inereaMng  amounjk 
until  for  1906  the  amount  was  $45,736,000;  for  the  mne  months  eiMb» 
ing  March  31,  1907,  at  the  rate  of  $47,452,000;  for  the  year  ending 
March  31,  1908,  S4 7, 564. 000,  and  in  a  footnote  it  states  that  the  total 
deposits  for  the  year  1909  fell  to  S45, 190,000.  I  direct  your  atten- 
fciop  to  the  fact  that  for  the  year  ending  June  30,  1889,  the  total 
deposits  were  $23,011,000,  and  for  the  following  year  $21,990,000; 
for  the  ye^  ep<Hng  June  30, 1891 ,  $2 1 ,738,000;  for  the  following  year 
$22,298,000,  and  for  1893,  the  following  year,  $24,153,000,  and  ea^ 
succeeding  year  increasing  amounts.  Do  you  think  it  is  a  f  wr  states 
ment.  in  view  of  the  uniform  increases,  with  a  few  exceptions,  during 
that  period  of  years,  to  cite  the  fact  that  just  because  in  the  past 
year  the  total  amount  happened  to  be  less  by  $2,400,000,  that  there 
is  not  a  continual  growth  to  the  service  there  ^  I  may  instance  to 
you  the  fact  that  when  I  visited  Canada  last  year  and  spoke  to  the 
sugerintendwDit  pi  the  postal  savings  bank,  Mr.  Harrington,  he  di- 
rected my  speeial  att^tion  to  <me  reascm  for  the  wi^dvawal  of 
funds,  in  the  investment  by  the  local  people  in  Cobalt  seouiitiee. 
May  there  not  be  some  exceptional  reason  why  the  funds  are  tMtt* 
porarily  withdrawn,  and  should  you  make  that  citation  in  view  of 
these  figures  before  you  ? 

Mr.  Teter.  I  would  say,  Mr.  Chairman,  that  there  is  no  intention 
at  all  to  mislead  on  the  part  of  an^  of  us.  I  was  quoting  from  a 
statement  that  was  made  this  monimg,  but  it  came  from  the  report 
of  the  Comptroller  of  the  Currency.  Mr.  Stafford  loses  «ght  of  the 
fact  that  there  is  a  natural  increase  in  deposits  on  account  of  thi 
addition  of  interest  increase,  and  if  the  natural  increase  on  aceotmt 
of  interest  is  added,  the  increase  on  account  of  increased  deposit* 
would  not  be  very  great. 

Mr.  Gardner.  What  is  the  interest  there  now 

Mr.  Teter.  The  mterest  in  Canada  is  3  per  cent. 

Mr.  Donbs.  That  is,  the  int^^t  on  d^>osits9  • 

Mr.  Tetiib.  Yes;  in  Canada. 

Mr.  Stafford.  It  was  formerly  3^  per  cent;  several  years  ago,  4 
per  cent.    Three  per  cent  is  the  prevailing  rate  in  private  banks  sJm. 

Mr.  Teter.  I  should  like  to  have  the  record  read  that  the  depodti 
are  less  now  than  a  year  ago.  '  ' 

Mjr.  ^TAFFoao.  But  not  less  than  live  years  ago  ? 
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Mr,  Teter.  No ;  less  than  a  year  ago. 

Mr.  Chamnan.  if  there  are  no  more  questions,  I  wiU  mtroduce  Mr, 

Johnson.  .     ,    .  i        •  i 

Mr.  Stafford.  I  would  like  to  ask  whether  you  have  had  any 
acquaintance  with  the  deposits  in  safety-deposit  vaults  during  tunes 
of  panic  and  during  normal  conditions  ?  -    .  ,  ■  , 

Mr.  Teter.  The  institution  of  wliich  I  am  president  m  Chicago  Jias 
safety  deposit  vault  equipment,  but  it  is  of  limited  size,  and  I  do 
not  know  that  I  would  feel  inclined  to  speak  for  a  very  large  variety 
of  business.  The  situation  in  Chicago  during  the  last  panic  was,  I 
thmk,  unusually  cahm:  we  had  no  bank  failures,  and  the  pubhc  was 
not  agitated  in  any  way,  and  I  do  not  know  of  anv  cases  m  which 
money  was  withdrawn  from  our  bank  or  otiaer  banks  and  deposited 

in  our  deposit  vaults.  ...       ,  .  1 1  . 

Mr.  MuRDOCK.  You  would  not  have  positive  knowledge,  would  you  I 

Mr.  Teteb.  As  a  matter  of  fact,  we  would  not  have  positive 
knowledge;  no.  The  safety  deposit  vault  managers,  however,  come 
to  be  pretty  well  known  by  the  people  who  come  in  and  inquue,  and 
once  in  a  while  we  hear  of  a  case  of  that  sort. 

Mr.  Lloyd.  Do  you  not  thfaik  if  an  individual  wanted  to  take 
money  out  of  your  'bank  and  put  it  in  a  safety  deposit  vault  he  would 
take  it  out  of  your  bank  altogether? 

Mr.  Teter.  I  think  he  would. 

Mr.  Stafford.  Have  you  any  witnesses  here  who  are  managers  of 
safety  deposit  vaults  who  can  testify  as  to  the  amounts  of  money  that 
are  eontained  in  safety  deposit  bosEes  t 

Mr.  Tb-hsb.  I  do  not  thmk  so.       ,  .    .     .  . 

Mr.  Staitord.  It  would  be  very  relevant  to  the  mquiry  as  to  the 
amount  of  money  that  is  in  hiding  to  fAiow  the  amount  tiiat  is  cpBr 
tained  in  these  strong  chests. 

Mr.  MuRDOCK.  Mr.  Chairman,  my  understanding  of  the  safe-deposit 
proposition  is  that  there  is  an  element  of  confidence  goes  with  it.  I 
WOi3d  not  think  very  much  of  my  banker  if  he  knew  what  I  had  m 
mv  safety  deposit  vault,  or  sought  to  find  out,  or  would  reveal  it  if  he 
Jtaew.    Is  not  tiiat  part  of  tbe  ethies  in  the  profession  ? 

Mr.  Tetbr.  Yes,  it  is;  however,  it  would  not  prevent  us  from 
answering  the  gentleman's  question  as  to  the  whme  situation.^  It 
you  were  to  ask  a  banker  whether  John  Smith  had  currency  m  a 
safety  box,  he  probablv  would  not  say.  ,  ,    ,     ,•  , 

Mr.  Stafford.  In  Milwaukee,  for  instance,  two  of  the  leading  sate- 
deposit  vaults  are  separate  from  any  bank,  and  the  managers  of  those, 
I  Imow,  could  testify  as  to  the  large  amounts  of  money  that  had  been 
reposed  in  their  strong  chests  whenever  there  has  been  a  panickv 
feeling  prevalent  m  the  city;  for  instance,  when  the  Fust  National 
Bank  came  near  being  ruined  by  the  defaleatitms  of  the  president. 

Mr  Teter.  Mr.  Chairman,  I  should  say  it  is  only  faur  to  fdlow 
that  statement;  if  it  is  true,  by  the  further  assertion  that  whp  those 
periods  pass  by  the  money  returns  to  the  banks.  That  was  the  expe- 
ttence  that  we  had  in  1893,  when  we  had  a  famous  run  on  one  of  our 
largest  savings  institutions.  In  that  case  it  occurred  that  a  number 
of  people  aetually  rented  boxes  from  the  same  company  and  went 
down  to  the  vaulta  and  doited  the  money  that  they  drew  out 
upstairs,  and  subsequently  they  came  back  and  gave  up  the  boxes 
and  put  the  money  back  in  the  bank.      •  ' 
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Mr.  Gabdner.  It  occurs  in  all  panicky  periods^  does  it  not  ?  A 
great  many  people,  whatever  they  do  with  the  money,  draw  it  out 
m  times  of  panic.    I  had  thouojlit  what  we  were  trying  to  get  at  was 

particularly  the  average  amount  of  money. 

Mr.  Stafford.  Do  you  know  the  length  of  time  during  which  this 
money  v\  as  reposed  in  these  strong  boxes  from  the  time  it  was  first 

placed  there  ?  ... 

Mr.  Teteb.  There  was  some  general  comment  in  the  city  of  Chi- 
cago during  the  year  or  two  following  the  panic  of  1893,  which,  of 
course,  was  very  severe  all  over  the  country,  in  reference  to  the  turn- 
ing up  of  some  moneys  that  had  currency  straps  on  them,  which  is 
the  form  a  banker  wraps  them  up  in,  that  bore  date  of  the  panic 
period.  Understand  me,  that  was  not  any  great  amount,  but  it  aver- 
aged tlirough  the  first  year,  most  of  it  terminating  with  the  first  year 
of  the  box  rental.  Biit  as  over  against  these  exceptional  cases — we 
are  dealing  in  a  good  deal  of  this  discussion  with  the  sick  financial 
condition — our  point  is  that  we  must  have  legislation  to  correct  the 
sidk  situation,  but  we  must  not  kill  the  man  just  to  prevent  him 
from  beconung  sick. 

Mr.  Lloyd.  You  do  not  admit  that  there  is  a  sick  situation,  as  I 

understand  it  ? 

Mr.  Teter.  Mr.  Chairman,  I  admit  that  in  panic  times  there  is  a 
sick  situation  that  becomes  general;  it  not  only  appfies  to  banks,  it 
ftpphes  to  other  lines  of  business,  it  api  Hes  to  the  Federal  Govern- 
ment. But  what  we  object  to  is  putting  a  patch  on  the  situation, 
to  take  care  of  a  sick  situation,  perhaps,  when  by  cooperation  a 
readjusting  of  the  federal  banking  act  and  other  things  we  could 
make  a  constructive  thing  that  would  be  good  enough  for  well  times 
and  sick  times,  too.   That  is  our  point.  ^ 

Mr.  Small.  Have  you,  in  any  piior  part  of  your  testimony,  referred 
to  any  remedy  for  a  time  of  panic  when  money  is  hoarded  ?  I  have 
just  come  in. 

Mr.  Teter.  Mr.  (Chairman,  the  experience  of  the  city  of  Chicago 
in  the  panic  of  1907  is  the  best  answer  I  can  give  to  that.  My  pomt, 
in  the  times  I  have  been  before  this  committee,  has  always  been 
that  we  are  progressing  in  our  financial  legislation  and  our  financial 
management,  just  as  we  are  along  all  other  evolutionary  lines  con- 
nected with  human  existence,  and  just  so  far  as  we  progress  m  that 
to  a  large  extent  these  evils  will  be  eliminated.  In  the  panic  of 
1907  there  was  very  little  dissatisfaction  in  connection  with  the 
banks  of  Chicago.  VVliy  ?  Because  the  Clearing  House  Association 
of  that  city  had  gone  on  beyond  the  matter  of  federal  regulation  and 
state  regulation  and  had  put  in  a  clearing-house  examining  board, 
and  when  the  panic  came  the  confidence  of  the  people  of  Chicago 
in  its  institutions  was  such  that  we  had  no  trouble,  and  I  mean  no 
disres]  ect  to  the  Federal  Government  nor  to  the  State  of  Illinois 
when  I  sav  that  I  believe  that  the  known  disposition  of  the  Clearing 
House  Association  in  C  hicago  with  reference  to  that  situation  gave 
•that  extra  confidence  in  its  institutions.  It  is  along  that  line  that 
the  real  remedy  will  come,  of  intelligent,  progressive  legislation,  each 
year  making  our  laws  better,  each  year  making  our  examiners  a 
better  class  of  men.  The  American  Bankers'  Association  has  asked 
for  years  that  the  federd  bank  examiners  be  salaried  men  and  not 
paid  by  the  ]  iece  for  examining,  and  I  cite  thai  as  an  illustration; 
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and  as  those  things  are  corrected  and  the  work  is  done  more  thor- 
oughly,  jusi  so  far  will  the  large  body  of  the  community  become  more 
ana  inore  confident  of  the  management  of  the  banks.  There  will 
Aiwftjfl  be  a  fdw  people  who  will  be  timorous  about  banks,  but  let 
the  sentiment  once  crystallize  into  one  thought,  that  we  are  going 
to  have  our  banks  better,  that  they  are  going  to  be  better  managed, 
that  they  are  going  to  be  better  superintended^  that  the  laws  are 
to  be  better,  and  we  stop  slurrinir  them  here  and  there  by  occasional 
l^ps — or,  if  you  will  pardon  me,  b}^  patch  legislation — just  that  much 
sooner  will  we  get  to  a  point  where  we  will  give  the  complete  service 
that  the  American  banks  can  give  to  the  people. 

Mr.  Small.  Awtiiming  that  one  of  the  arguments  in  favor  of  postal 
savings  banks  is  the  proposition  that  in  times  of  panic  the  dispmition 
to  hoard  money  exists,  would,  in  your  opinion,  that  condition  be 
overcome  by  making  currency  elastic,  so  as  to  provide  for  an  addi- 
tional issue  of  the  currency  at  such  times  ?  Would  that  be  a  com- 
plete remedy  in  your  opinion  ? 

Mr.  Teter.  Mr.  Chairman,  I  have  given  so  much  thought  to  this 
one  angle  of  our  financial  problem,  that  I  do  not  consider  myself  a 
Cuirmsy  expert ;  but  I  certainly  do  believe  that  if  there  was  plenty 
of  curirency,  if  the  currency  was  suffieiently  elastic  to  meet  the  rise 
and  fall  of  the  demand  in  this  country,  a  large  part  of  this  difficulty 
would  be  obviated, 

Mr.  Gardner.  That  is,  we  will  never  be  short  of  cash  if  we  have  a 
device  by  which  we  will  have  plenty  of  money.  [Laughter.] 

Mr.  Teter.  That  is  very  well  put. 

Mr.  Gardner.  Now,  to  return  to  this  postal  savings  proposition, 
I  assume  from  the  questions  that  have  been  asked  that  tne  minds  of 
a  number  of  our  people  are  moved  by  the  idea  that  in  times  of  panic 
the  money  that  is  now  withdrawn  aiid  goes  into  hiding  would  go  into 
the  postal  savings  banks,  and  ^  there  was  a  system  by  whicn  that 
money  came  back  into  the  batiks  again  and  the  Government,  the 
shortage  created  by  such  withdrawals  would  be  averted;  that  is,  when 
the  people  get  so  afraid  of  the  banks  that  they  might  withdraw  their 
money  and  take  it  to  the  postal  savings  banks,  and  then  if  you  could 
take  from  your  vaults  proper  security  and  go  to  the  Government  they 
would  bring  the  money  back,  which,  in  ite  next  analysis,  is  that  we 
ai!e  setting  up  a  device  by  which  the  Government,  in  times  of  panic, 
may  underwrite  the  ban£s.  Could  we  not  accomplish  that  by  some 
method  less  cumbersome  than  the  postal  savings-bank  system  ? 

Mr.  Teter.  Mr.  Chairman,  I  think  so,  decidedly,  because  practi- 
cally all  the  banks  of  the  country  are  good,  and  getting  better  every 
year.  A  large  part  of  the  assets  are  of  a  very  high  character,  repre- 
senting the  character  of  the  people  who  hve  in  those  districts.  ' 

1  am  not  planning  any  currency  scheme  here,  but  if  a  plan  could 
have  been  in  operaHioii  m  the  year  1907 — I  speak  from  my  own  ex- 
p^tience-^here  many  an  institiitieii  had  a  quavta*  of  its  assets  in 
nigh-grade  bonds,  a  number  in  the  city  of  CJhicago,  and  oti^rs.  and  . 
much  more  than  40  per  cent  more  in  collateral  loans,  and,  pemiips, 
10  per  cent,  if  not  more,  in  first  mortgages  on  Chicago  real  estate,  if 
there  had  been  some  place  where  my  bank,  in  conection  with  others, 
could  have  used  this  for  additional  currency — the  answer  is  obvious. 
-  Mr,F«ssiBi?T.  0?h«t  is'^^oiselywhiit  the  clearinghouse  <Md,isitnQtl 
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Mr.  Teter.  That  is  exactly  what  the  clearing  house  did  in  a  number 
of  cities,  but  as  long  as  we  have  sixteen  billions  of  deposits  in  this 
•  country,  and  only,  possibly,  three  billions  of  currency  in  the  banks— 
I  want  to  be  corrected  ^  that  is  wrong;  I  am  not  stroi^  on  tbis 
point-  

Mr.  MuRDOCK.  You  do  not  believe  there  is  three  billion  dollars 

worth  of  currency  in  the  banks  of  the  United  States  ?  I  think  that 
is  our  total  currency. 

Mr.  Creer.  I  think  the  total  money  iu  the  country  issued  by  the 
national  banks  is  three  billions. 

Mr.  MuKDOGK.  That  is  not  in  the  banks  ? 

Mr.  Cbeeb.  No,  it  is  the  total  issued  of  gold  sad  silver,  and  all 
kinds  of  currency. 
Mr,  Lloyd.  You  said  a  moment  ago  that  the  banks  of  the  country 

were  good.  Why  is  it,  then,  that  you  say  to  the  people  that  you  will 
not  guarantee  each  other? 

Mr.  Teter.  Mr.  Chairman,  as  I  understand  the  question,  it  is  why 
the  banks  will  not  guarantee  each  other.  As  I  said  to  you  before, 
I  do  not  claim  to  be  an  authority  on  all  of  these  financial  questions  

Mr.  Lloyd.  Let  me  interject,  then;  do  you  not  say,  in  replv  to 
that  question,  ordinarily,  that  you  do  not  wish  to  protect  the  wud-cat 
bank?  .  ' 

Mr.  Teter.  I  have  heard  that  reply  given  in  response  to  that 
question.  But  I  will  hasten  to  say  tnat  we  think  there  ought  to  be 
some  way  of  disposing  of  the  wild-cat  bank,  and,  Mr.  Chairman,  it 
can  be  done,  and  that  is  the  j^oint  that  we  are  driving  at  here  all  the 
time.  In  our  own  banking  law  in  Illinois  any  group  of  men  can  get 
together  and  start  a  bank,  and  the  auditor  of  the  State  could  not  deny 
a  charter.  In  our  new  law,  that  has  been  approved  in  the  last  two 
years,  he  has  a  right,  after  investigating  the  men  and  finding  that  they 
are  undesirable  men  to  handle  a  bank  or  manage  a  bank,  to  decline 
a  charter.  That  simply  illustrates  the  point  that  I  am  making,  and 
as  time  goes  on  those  things  will  become  more  and  more  strict. 

Mr.  Gardner.  Suppose  a  good  banking  law  in  existence;  what, 
from  your  stMidpoint,  would  the  objection  then  be  to  a  national 
statute  that  created  some  savings-fund  plan,  hke  the  fire-insurance 

§lan  of  New  York  some  years  back,  by  which  the  banks,  as  a  system, 
id  guarantee  all  their  deposits  ^   I  ask  the  question  in  fight  of  figures, 
given  here  to-day  showing  how  very,  very  small  the  losses  havebeen 
by  bank  failures  in  the  last  forty  years,  indicating  that  the  tax  would 
have  been  infinitesimal,  even  with  some  wild-cat  l>anks  in  the  scheme. 

Mr.  Teter.  Anything,  Mr.  Chairman,  that  I  would  say  on  that 
subject  would  be  so  thoroughly  in  line  with  what  you  have  so  often 
heard,  because  I  have  made  no  personal  investigation  on  that  line, 
that  it  would  be  almost  wasting  your  time.  Of  course,  I  will  say,  the 
general  feeling  is  that  it  is  unscientific,  in  that  it  takes  away  the 
demand  for  the  high  standard  on  each  individual  that  the  present 
system  makes.  A  guaranty  created  by  close  inspection  and  require- 
ments to  certain  standards  is  an  entirely  different  thing. 

Mr.  Lloyd.  Would  not  this  be  true,  that  if  you  would  undertake 
as  bankers  to  protect  one  another  and  guarantee  one  another,  that 
you  would  be  the  more  careful  about  who  was  in  your  association, 
and  see  to  it  that  everybody  that  was  not  conducting  a  fair  and 
legitimate  business  was  excluded  ? 
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Mr.  Teteb.  Mr.  Chairman,  there  could  not  be  any  ^[uestion  about 
thatw  If  we  were  guaranteeing  each  other,  we  certamly  would  be 
as  careful  about  each  other  as  we  could  be. 

Mr.  Llotd.  If  you  did  gUMWOtee  one  another,  do  you  not  think 
that  you  would  overcome  whatever  fear  there  is  in  the  country  about 
this  solvency  of  banks  at  a  given  time? 

Mr.  Teter.  I  do  not  know. 

Mr.  Lloyd.  I  am  suggesting  that  which  is  not  law,  you  will  notice; 
it  is  not  the  postal  savings-bank  bill,  nor  it  is  not  the  bank-guaranty 
feature  in  politics.  I  am  asking  you  the  question,  why,  as  bankers, 
it  would  not  be  a  wise  thing  for  you  to  settle  things  yourselves, 
outdide  of  any  law^  by  guaranteeing  one  another? 

Mr.  Teter.  Mr.  Chairman,  in  reply  to  that,  I  can  only  get  back  to 
my  Chicago  illustration,  and  it  answers  that  question  considerably. 
Tne  Chicago  banks  do  not  guarantee  each  other  in  the  sense  that  the 
word  is  ordinarily  used,  but  yet  the  public  in  Chicago  know  practi- 
cally that  the  moral  standing,  banking  abiUty,  and  the  conduct  of 
every  bank  in  the  city  is  passed  upon  by  a  committee  of  the  clearing 
house,  which  is  the  associated  banks. 

Mr.  Lloyd.  Hiat  is  just  what  I  was  getting  at.  The  countiy 
understands  that  in  the  city  of  Chicago  you  have  practically  a  bank- 
guaranty  scheiiie  by  which  you  guarantee  one  another.  I  know 
out  in  my  wState  we  understand  that  Chicago  has  about  the  best 
system  there  is  anywhere,  because  they  take  care  of  one  another, 
and  in  the  event  of  trouble  witii  a  given  bank,  as  I  understand  it,  in 
the  city  of  Chicago,  you  protect  one  another;  in  other  words,  here 
is  a  bank  that  gets  into  trouble.  In  order  to  prevent  that  bank 
from  faihng  you  come  to  the  rescue  of  the  bank  in  some  kind  of 
shape  and  protect  it. 

Mr.  Teter.  Mr.  Chairman,  I  would  say  that  that  form  of  guar- 
anty is  the  type  in  which  all  progressive  bankers  believe.  It  is  the 
type  of  guaranty  as  to  the  morals  and  conduct  of  business,  and  is  a 
growing  thing.  In  your  own  State,  the  city  of  St.  Jose])h  has  recently 
adopted  it,  and  Milwaukee,  Minneapolis,  and  St.  Paul  have  already 
adopted  the  form  of  deaiing-^houde  examination,  which  is  equiva- 
lent  to  a  character  paranty. 

Mr.  Dodos.  Would  that  not^  to  a  lai^  extent,  cut  out  the  indi- 
viduality of  the  bank  and  of  the  banker  to  quite  an  extent  ? 

Mr.  Teter.  We  do  not  find  it  so. 

Mr.  DoDDS.  You  do  not  understand  me.  I  mean  guaranteeing  the 
bank,  as  Vr,  Lloyd  states;  I  do  not  mean  your  scheme  in  Chicago. 

Mr.  Teteb.  As  I  understand,  Mr.  Chairman,  his  recent  remarks 
have  been  bearing  on  that  form  of  character  guarantj^^  rather  than 
on  the  so-called'  form  of  bank  guaranty  of  the  pohtical  parties. 

Mr.  Lloyd.  I  asked  you  that.  I  am  trying  to  get  at  the  other  form« 
Candidly  J I  think  if  the  bankers  in  the  country  took  hold  of  the  bank- 
ing situation  they  would  be  able  to  avoid  any  discussion  of  the  bank- 
guaranty  feature  if  they  would  take  it  out  of  politics  by  their  own 
action.  Candidly,  that  is  my  own  idea  about  it,  and  that  is  the  reason 
I  am  pressing  the  question. 

Mr.  MuBDOCK.  Mr.  Lloyd ,  what  would  vou  have  them  guarantee? 
Guarantee  the  deposits  as  between  themselves  or  guarantee  the  loans 
as  between  themselves  ? 

Mr.  Lloyd.  Thev  can  work  up  a  system,  if  they  undertake  to  do  it, 
that  will  protect  the  depositor.    That  is  the  tiling,  of  course,  we  are 
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concerned  in — that  the  depositor  shall  be  prDtected.  You  t^ecare 
of  the  men  to  idiom  you  i^d  money.  Now,  we  legislators  must  be 
concerned  with  the  depositor,  the  man  whom  you  do  not  protect, 
excei)t  tlirouo;h  the  solvency  of  the  individual  bank.  But  in  the  city 
of  Chicago  your  course,  as  I  understand  it,  has  the  effect  of  actually 
protoctintT  the  depositor  in  every  banking;  institution  in  Chicago.  I 
care  notwliat  may  be  the  means  resorted  to;  if  you  accomplish  that, 
you  have  accomplished  the  thing  that  is  desired. 
(Mr.  Weeks  resumed  the  chair.) 

Mr.  Fassett.  In  other  words,  you  can  not  guarantee  the  loan  with- 
out guaranteeing  the  depositor;  it  has  that  effect. 

Mr.  Teter.  Mr.  Chairman,  if  there  are  no  other  questions  I  would 
IBce  to  give  some  memoranda  to  be  added  to  the  record,  one  showing 
the  total  savings  deposited  in  the  world,  which  I  tldnk  wiW  be  of  inter- 
est; some  consi(ierations  concerning  the  postal  savings-bank  question; 
and  the  savings  deposits  of  the  United  States,  as  shown  by  the  report 
of  the  Monetary  Commission,  which  is  already  in  the  report,  and,  as 
I  Mid  this  morning,  I  think  that  document  ought  to  become  a  very 
close  text-book  of  this  committee  in  considering  this  question ;  but  1 
will  put  it  in  here  in  compact  form. 

The  Chairmax.  Thev  will  be  included  in  vour  remarks. 

(The  documents  referred  to  are  as  follows;) 
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SOME  CONSIDERATIONS  CONCERNING  THE  POSTAL  SAVINGS-BANK  QUESTION. 

CoMicmsE  ON  PosTAii  SAvmoB  Banks, 
Amsbjeoan  Bankbbs'  Association,  Savings  Bank  Section, 

11  Pine  Street,  New  York,  December  27^  1909. 

Is  there  an  actual  need  for  postal  aavings  bimlcB  witii  which  the  people  may  deposit 
th^  savings? 

No.  There  are  more  than  17,794  bank?  in  the  United  States  which  accept  savings 
deposits,  the  number  is  steadily  increasing,  and  many  other  banks  issue  time  certi- 
ficates of  deposit,  a  form  of  savings;  there  were  on  January  1,  1909,  in  114  cities  in 
24  States,  1,102  public  schools  where  children  deposited  their  savings,  and  additional 
systems  for  the  savings  of  scholars  are  being  established  daily  throughout  the  country; 
there  are  5,599  building  and  loan  associations,  the  resources  of  which  represent  sav- 
ings; there  are  827  Itfe  insurance  companies  with  33,186,420  polides  in  effect,the  ac- 
cumulated reserves  on  which  m%ht  be  considered  savings. 

Will  postal  savings  banks  accompUi^  Hie  ends  daimed  nnr  Hiem?  I.  e. — 

A.  Teach  people  thrift? 

A  country-wiae  campaign  has  for  years  been  conducted  by  financial  institutions 
for  the  education  of  the  masses  on  the  advantages  of  saving  money,  through  advertise- 
ments in  newspapers,  magazines,  and  periodicals.  Moreover,  the  magazines  and 
periodicals  are  supplementing  the  advertising  by  articles  on  the  benefits  that  accrue 
and  the  opportunities  afforded  the  man,  woman,  or  child  who  has  a  few  dollars  or  will 
save  them. 
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B.  Furnish  depositories  for  savings  iu  remote  districts? 

Banks  are  being  established  in  all  section.^  practically  as  fast  as  there  is  need  for 
them.  In  the  last  fifty  years,  while  the  population  of  the  United  States  has  increased 
193  per  cent,  bank  deposits  have  increased  3,460  per  cent-  Moreover,  the  reserve 
money  of  tihe  saving  farm  hand  and  ol  the  more  prosperous  former  is  now  taken  by 
the  local  banlc  and  turned  back  into  activity  in  the  community  whence  it  was  drawn 
by  being  loaned  on  first  mortgage  real  estate  security,  which  would  be  impossible  if 
funds  were  deposited  in  postsJ  savings  banks  and  redeposited  in  national  banks. 

C.  Dissuade  foreigners  from  sending  earnings  to  their  native  lands? 

It  is  preferable  to  educate  the  newly  arrived  foreigner  to  American  methods  rather 
than  to  accommodate  our  methods  to  his  inexperience.  Moreover,  foreigners  who 
intend  to  make  the  United  States  a  permanent  home  adopt  American  customs  and 
patronize  banks,  the  others  simply  come  here  to  get  rich,  returning  to  their  father- 
lands to  spend  their  money.  Where  the  most  desirable  foreigners  are  locating,  banks 
are  growing  fastest.  In  Iowa,  in  1896,  tiiere  were  551  banks,  with  total  deposits  of 
$92,117,000,  to-day  there  are  1,231,  with  total  deposits  of  $372,547,000;  in  North 
Dakota,  111,  $9,100,000,  now  596,  $58,753,000;  South  Dakota,  190,  $9,713,000,  now 
667,  $78,830,000;  Minnesota,  216,  $59,370,000,  now  903,  $269,948,000.  Of  the  money 
sent  abroad  each  year  by  foreigners,  the  greater  part  is  for  the  support  of  families  left 
behind ;  most  of  the  remainder  to  pay  their  passage  to  this  country  or  to  refund  money 
borrowed  to  come  here. 

Are  there  real  dangers  attendant  upon  Uie  establiahment  of  postal  savings  banks? 

Yes;  six  major  dangers,  viz: 

A.  Postal  savings  banks  will  draw  funds  to  the  large  commercial  caters,  thereby 
interfering  with  local  development.  One  reason  for  tiae  startling  lack  ci  industrial 
growth  in  forei^  countries,  as  compared  with  ours,  is  that  all  money  is  drawn  to 
govermn^t  centers,  leaving  none  for  local  expansion.  From  Ireland,  whence  the 
cry  of  poverty  is  always  heard,  $65,000,000  was  sent  to  London  by  postal  savings 
banks,  according  to  June,  1906,  statistics.  In  the  United  States,  the  small  bank 
established  in  a  new  community  is  the  means  of  bringing  outside  capital  in  at  the 
start  and  of  carefully  conservinii'  such  local  capital  as  may  develop,  and  the  banker, 
as  agent  for  the  people  in  his  conmiuniiy,  takes  the  money  from  one  part  and  lends  it 
to  another.  (Thus  at  different  times  of  the  year  those  who  become  lenders  of  money 
through  the  bank  are  borrowers  at  another  period.) 

B.  As  people  believe  the  Crovemment  impregnable,  when  a  panic  occurs,  timorous 
depositors  would  withdraw  l^ir  funds  from  regular  banks  in  <mier  to  place  them  in 
postal  savings  banks  and  by  so  doing  would  add  materially  to  the  crisis,  as  the  Goa - 
emment  could  not  return  the  m<Hiey  to  the  afiected  sections  with  sufficient  rapidity 
to  afford  relief. 

C.  In  war  time — and  as  long  as  there  are  men  there  will  be  wars— the  Government 
would  not  only  be  obliged  to  raise  money  for  the  conduct  of  the  war,  but  should 
postal  savings  funds  be  taken  for  war  purposes,  it  would  be  necessary  to  obtain  more 
money  for  interest  and  with  which  to  pay  such  depositors  as  desired  to  withdraw 
tlieir  funds — and  they  would  be  many,  especially  the  very  foreign^  for  whc»n  it  is 

Eroposed  to  establish  postal  savings  ImzikB^wlddi  would  result  in  an  immediate  and 
Lsting  increase  in  taxation. 

D.  As  post-offices  are  probably  the  most  fertile  field  for  robbery,  if  postal  savings 
banks  were  established  the  South,  Southwest,  Middle  and  Northwest  and  West  would 
be  OA'errun  with  bandits.  To  safeofuard  postal  savings  funds  the  installation  of  40.000 
burglar-proof  safes  in  post-offices  would  in  itself  cost  millions.  Moreover,  there 
would  be  innunierable  oj)portunities  for  theft  among  the  thousands  of  clerks,  whom 
it  would  be  necessary  to  employ  at  AX'ashington  in  order  to  uiake  the  entries  of 
deposits,  withdrawals,  and  corrections.  For  instance,  in  London,  3,000  cleiks  are 
employed  in  iSie  auditor's  office  alone. 

E.  As  postal  savings  funds  will  be  b^ond  recovOTy  by  legal  process,  a  vicious 
debtor  could  defraud  his  creditors.  The  Government  is  powerless  to  make  exception 
in  the  case  of  postal  savings  funds,  because,  ipso  facto,,  it  can  not  be  ganusheed, 
4iittached,  or  subjected  to  similar  process  of  law. 

F.  As  postal  savings  deposits  will  be  exempt  from  taxation,  there  will  be  nothing 
to  prevent  tax  dodgers  from  withdrawing  their  funds  from  regular  banks  at  tax  time, 
depositing  them  with  postal  savings  hanks,  and  then  returning  them  to  the  regular 
banks  later,  thus  raising  the  tax  rate  on  real  estate  in  every  locality. 

Have  all  civilized  coimtries  except  the  United  States  postal  savings  banks? 

No.  Germany,  Norway,  and  Denmark  have  none,  private  and  mimicipal  savings 
banks  being  provided  instead.  It  is  significant  that  in  Germany,  whare  there  are  no 
postal  savings  banks  to  draw  funds  from  outlying  districts  to  the  great  money  craters, 
local  development  is  more  advanced  than  in  any  other  foreign  country. 

Do  those  countries  having  postal  savinga  banks  have  private  savings  banks? 
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Th^  are  only  a  very  small  number  of  private  savings  banks.  Postal  savings  banks 
were  established  in  foreigii  countries  to  make  the  people  bring  out  Aeir  money  in 
Older  that  the  govmiments  could  use  the  funds  to  pay  &eir  exposes,  as  postal  sav- 
ings deposits  are  used  only  in  running  the  governments. 

In  all  the  postal  savings  banks  in  the  world  in  1907  ther*^  were  $2,010,000,000  on 
deposit,  compared  with  over  $6,000,000,000  of  savings  deposits  in  banks  in  the  United 
States.  Between  June  30,  1908,  and  June  30,  1909,  Canadian  postal  savings  banks 
show  a  loss  of  $2,401,357.  An  eminent  authority  on  Canadian  financial  matters  says: 
*'It  is  to  be  hoped  the  government  will  conclude  it  might  as  well  close  these  (the 
postal  savings)  banks,  which  in  these  days  are  unnecessary  and  have  the  effect  of 
taking  whatever  money  is  deposited  out  of  the  regular  channels  of  commerce  in  which 
it  would  be  utilized  if  deposited  in  the  chartered  banks." 

Has  the  Governmrait  ever  tried  baaoldng  befcm? 

Yes.    Three  times — and  failed. 

In  1791  the  Bank  of  the  United  States  was  chartered  with  a  capital  of  $10,000,000, 
of  which  $7,200,000  was  held  by  foreign  stockholders.  Because  of  political  chicanery 
the  bank  went  out  of  business  in  1811,  and  its  assets  were  purchased  by  a  private 
banker  in  Philadelphia.  Stephen  Girard,  who  made  a  success  of  the  institution  where 
the  Government  had  failed.  The  United  States  Bank  was  chartered  for  twenty  years, 
in  1817,  with  a  capital  of  $35,000,000,  one-fifth  of  which  was  to  be  subscribed  by  the 
United  States,  the  remainder  by  individuals  and  corporations.  The  bank  imid  a 
mittion  and  a  half  to  the  Government  as  a  bonus  for  its  charter.  Because  of  political 
trickery  a  scandal  arose  over  its  administration  which  brought  about  a  congressional 
investigation  in  1819  that  resulted  in  its  rehabilitation  being  intrusted  to  Nicholas 
Biddle,  a  Philadelphia  banker,  who  put  it  upon  a  paying  basis.  When  the  charter 
expired,  in  1836,  Andrew  Jackson  defeated  the  efforts  to  obtain  a  renewal.  The 
Freedman's  Savino:s  and  Trust  Company,  established  to  aid  the  negroes  to  become 
independent,  owed  $75,000  when  it  failed— and  still  owes  it. 

How  will  the  Government  use  postal  savings  funds? 

No  adequate  plan  has  been  proposed.  Provision  of  safe  and  convenient  depositories 
tor  money  is  omy  half  the  function  of  banking,  the  most  important  being  to  put  de- 
-podts  back  into  circulation  in  the  localities  iraence  they  are  drawn.  This  the  Gov- 
ernment has  no  means  to  do.  It  proposes  to* place  postal  savings  funds  in  national 
banks,  but  all  national  banks  are  not  government  depositories.  Moreover,  national 
banks  are  not  allowed  to  loan  money  on  mort^^ages,  so  community  development  would 
stop.  If  state  banks  were  named  as  depositories  also  and  a  bond  security  required, 
the  banks  would  be  compelled  to  invest  in  high-grade  securities,  thereby  causing 
the  withdrawal  of  money  from  the  sections  supposed  to  be  benefited.  The  public 
debt  is  not  available,  as  in  Europe. 

How  can  deposits  in  postal  savings  banks  be  withdrawn? 

It  will  be  easy  to  put  money  into  the  postal  savings  banks,  but  difficult  to  get  it 
out.  In  the  mx  postal  savings-bank  bills  introduced  at  the  last  session  of  Congress 
provision  was  made  that  deposits  could  either  be  withdrawn  at  any  time  or  under 
such  regulations  as  the  Postmaster-General  might  make,  but  as  to  the  form  in  which 
they  should  be  paid  there  was  silence.  The  Government  ])ays  by  warrants  on  the 
Treasury.  These,  unless  the  recipient  lives  in  a  city  where  there  is  a  sub  treasury, 
must  be  cashed  at  banks.  If  this  method  were  continued  after  the  establishment 
of  postal  savings  banks,  an  anomalous  situation  would  be  created.  Further,  in  fourth- 
class  post-oflSce  towns  the  postmaster,  under  the  existing  law,  is  not  allowed  to  keep 
mxxce  than  $50  on  hand.  Unless  the  law  were  changed,  the  depoeitcff  in  such  a  town 
would  be  d[>liged,  in  case  that  amount  had  been  withdrawn,  to  wait  until  m<»re  was 
received  or  funds  were  sent  from  some  higher  class  post-office,  or  forced  to  accept  a 
draft  on  New  York  (on  which  a  foiu-th-class  postmaster  is  now  instructed  to  draw  in 
certain  emergencies),  which  could  only  be  cashed  at  a  bank.  Moreover,  the  majority 
ol  money  orders  purchased  from  the  post-offices  are  cashed  by  banks,  because  the  pro- 
cess of  collection  is  too  cumbersome. 

liespectlully  submitted. 

Lucius  Teter,  Chairman, 
President  Chicago  Savings  Bank  and  Trust  Company,  Chicago. 

Charles  E.  Sprague. 
C.  La  Rue  Munson. 
P.  Le  Roy  Habwooi). 
F.  R.  MoRisoN. 
Myron  T.  Hebbick. 
William  Hanhart,  Secretary, 
8avinff$  Bmk  Section^  Amenoan  Bankers'  Association, 

11  Fine  Ureet,  New  York. 
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Savings  deposits  in  the  United  States 
as  reported  by  the  Comptroller  of 
the  Currency,  1909. 


Number 

of 
banks. 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Columbia. 

Florida  

Hawaii  

Georgia  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky.  

Louisiana  

Maine  

Maryland  

Massachusetts  

Michigan  *  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire. . 

New  Jersey  

New  Mexico  

New  Y<wk  

North  Carolina  

North  Dakota  

Ohio  

Oklahoma  

Oregon  

Pennsylvania  

Philippine  Islands.. 

Porto  Bico  

Rhode  Iteland  

Siwith  Carolina  

South  J)akota  

Tennessee  

Texas  

Utah  

Vermont  

Virginia  

Washington  

West  Virginia-  

Wisconsin  

Wyoming  

Total  


10 


6 
131 
10 
88 

2 
12 

4 


IS 
4 


5 
572 
14 
11 
9 
52 
48 
189 
15 
11 
12 


3 
11 


Number 
of  savings 
depositors. 


13,320 


5,213 
448,334 

17,304 
544,664 
25,380 

54,069 
6,295 


35,163 
1,217 


32,039 
373,906 
20,080 
17,314 
60,887 
226,861 
247. 445 
2,002.010 
76,129 
92, 544 
7.640 


55 
28 
4 
137 
24 


44 


6 
11 


18 
28 
12 
27 


3 
21 
22 
11 
11 
3 
1 

1,703 


4,067 
16,846 


Amount  of 
savings  de- 
posits. 


$2,019,712 


1,157,131 
250,915,736 

3,895,021 
257,696,998 
9,139,650 
11,101,116 
1,168,190 


7,832,232 
336,486 


10,917.991 
136,958,093 
3,552,705 
1,996,554 
16,«E9,181 
S7,<n7,255 
89,961,898 
728,224,477 
31,292,353 
22.503,156 
2.047,270 


178,440 
297,926 
1,575 
2,760,343 
44,783 


321,800 


3,339 
452,487 


130,231 
30,476 
7,737 
48,003 


29, 195 
104,620 
33,349 
14,685 
42,189 
6,249 
700 

8,8^,863 


3,368,991 
3.261,165 


79,599.246 
98,549,807 
409,512 
1,405.799,067 
7,349,823 


103,966,0ffi 


1,890,229 
166,005,385 


Savings  deposits  in  the  United 
States  as  repOTted  by  Nalkmal 
Monetary  OouaaMaOf  Apdk  8^ 


Number 

of 
banks. 


69,308,515 
9,550,910 
1,750,544 

14,039,136 


8,544,649 
39,442,734 
9,583,957 
4,507,943 
8,195,002 
1,146,807 
222,113 

3,713,405,700 


187 
8 

40 
163 
529 
233 
189 

41 

28 
110 

11 
381 
141 
995 
693 
1,097 
803 
454 
159 
165 
183 
427 
478 
781 
192 
921 

96 
731 

30 
116 
300 

63 
831 
275 
499 
801 
589 
169 
1,144 


Nmnber 
of  savings 
depoaitus. 


7 
52 
173 
450 
275 
763 
79 
91 
288 
257 
190 
494 
73 

18,245 


50,725 
520 
4,678 
14,187 
525,488 
62.804 
553,901 
35,608 
87.711 
38,380 
11.325 
99.236 
11,263 
821,203 
271.221 
419,546 
61,220 
59.594 
80,733 
882,687 
346,317 
2,0^,137 
606,969 
257.267 
31,551 
218,555 
21.076 
67,673 
4,657 
197.757 
641,868 
3.930 
3.238.890 
103.744 
23.774 
861,516 
10,507 
37,284 
1,270,023 


Amount  of 
savings  de- 
ports. 


9.490 
192,415 
66,553 
43,012 
8.5,643 
34,484 
63.901 
178,585 
126.867 
135,729 
91,628 
324,965 
6,819 

14,894,606 


$7,810,548 
645.0.32 
l,26<i,042 
2,932,762 
281,228,437 
20,086,594 
259.717,880 
11,628,354 
18,892,588 
8,572. 792 
3,665,363 
19,816.184 
1,971,867 
258,314,960 
68,884.756 
153,979,963 
14,936,042 
21,373.542 
21,356,283 
118,779,073 
125.676.628 
747,150,028 
174,437,635 
64.936.615 
7,432,239 
49,180,818 
9.772,492 
24,177,206 
2,399,927 
84.059,715 
208,548,010 
1.747.214 
1.59o.ai9.940 
18,200,868 
13,006,295 
274,281,930 
2,475,279 
15,041,663 
520,488,711 


563,879 
116,570,308 

18.700,513 
13.073,309 
21,327,318 

9,157.931 
16,503,291 
65.894,009 
43.118.686 
35.045,416 
23,454,441 
79,027,289 

2,386,687 

5,678,7^,370 


The  totab  reported  by  the  monetary  commiasiou  are  divided  as  foUows: 


New  England  States  

Eastern  States  

Sonthem  States  

Middle  Western  Stales^  

Western  States  

Padfle  States  

idand  pQQiiconlonn  

Total  


Number 

OflMHiks. 


1,040 
2,527 
3,610 
6,260 
3,537 
1,253 
18 


1^3«5 


Number  of   Amount  of 

savings  savings 
depositors. ,  deposits. 


3,504,482 
5,620,477 
883,325 
3,781,262 
300,815 
783,520 
20,815 


$1,392,171,014 
2,480,274,234 
223.254.113 
1,123,043,969 
101,661,124 
354,101,679 
4,229,243 


14,694,606 


5,678,715,979 
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STATEMENT  OF  MR.  F.  D.  WIMBERLY,  OF  COCHRAH,  GA.,  SEP- 

BESfi9TIS&  TSS  BjUmSM&*  UVIOM. 

The  Chaibbcak.  Mr.  Wimberly  has  asked  that  he  be  allowed  to 
make  his  statement  before  he  is  asked  questions.  If  there  is  no 
objection  we  will  accord  with  his  wishes  in  that  regard. 

Mr.  WiMBERLY.  Mr.  Chairman,  my  reason  for  that  request  is  that 
I  am  no  lawyer,  never  studied  law,  never  have  been  in  any  legislative 
body,  and  I  want  the  liberty  of  talking  to  you  as  a  clodhopper  witli 
plain,  cornfield  common  sense. 

This  is  the  first  opportunity  ever  given  me  to  reach  the  ear  of 
Congress,  or  any  part  of  Congress;  and  yet  for  more  than  two  decades 
I  have  been  immersed  aboTe  the  head  m  politics,  and  accustomed  to 
the  old  cry  that  came  from  bankers,  and  railroaders,  and  manufac- 
turers, and  merchants,  and  Congressmen,  and  lawyers,  and  doctors, 
and  preachers  of  the  Gospel,  ^^You  farmers  have  no  business  in  poli- 
tics. Go  and  attend  to  your  plowing,^'  and  since  we  have  been  up 
here,  more  than  one  Member  of  Congress  has,  in  polite  phraseology, 
given  us  to  understand  the  same  thino;.  They  say,  What  have  you 
to  do  with  banking  and  finance  ?  Whv,  bankers  and  business  men 
look  after  that.  You  have  nothing  to  ao  with  it,  and  you  had  better 
go  home  and  attend  to  your  farms,"  and  regard  it  as  an  absolute 
impertinence  that  at  last,  after  the  war  more  than  forty  years  ago, 
tlie  farmers  of  this  country,  in  an  organized  capacity,  dare  to  present 
their  wishes  to  the  Congress  of  the  United  States.  We  have  got 
here  at  last,  and  I  want  to  know  how  in  God's  world  we  ever  can 
impress  ourselves  upon  the  legislation  of  the  country  unless  we  quit 
our  farms  and  organize  ourselves  just  like  men  do  in  all  callings,  and 
throw  the  tremendous  impact  of  a  solid  organization  with  a  purpose 
and  with  a  plan,  to  accomplish  desirable  ends  for  our  class  ? 

Now,  gentlemen,  politics  is  making  law  for  folks.  You  need  not 
go  and  take  the  simple  definition  in  Webster's  Dictionary,  ^*The 
science  of  human  government."  It  is  making  law  for  folks.  But 
we  people,  who  are  living  in  the  country  and  are  so  close  to  God 
from  the  nature  of  things  around  us,  must  have  nothing  to  do  with 
making  our  laws.  I  wish  every  Member  of  Congress  would  draw 
definitely  the  distinction  in  his  mind  between  politics  and  partisanism, 
or  partis^  pohtics.  General  Brag^,  after  the  war,  said,  ''Politics  is 
hell/'  He  made  a  mistake.  Polities  is  making  wise  laws  for  God's 
people,  but  partisanism,  the  hell  of  politics,  has  brought  our  country 
to  its  present  condition  of  unrest,  and  I  tell  you  there  is  no  use  to 
deny  it,  the  fires  of  destroying  revolution  are  being  kindled  in  this 
country  now,  and  men  of  sense  know  it  everywhere;  and  the  farmers 
are  making  this  active  movement  because  they  feel  that  they  have 
to  arouse  themselves  and  caU  upon  men  who  are  patriots  and  who 
understand  our  institutions  to  rally  around  them,  under  the  principles 
of  righteous  government  laid  down  in  the  statutes  which  God  gave 
Moses,  and  which  were  copied  by  Thomas  Jefferson.  Those  prin- 
ciples of  government  have  for  their  foundation  the  home,  untaxed  and 
inalienable.  Great  God!  Is  that  the  case  in  our  country?  Not 
only  is  the  home  taxed,  but  every  imaginable  thing  in  it  and  around 
it  and  about  it,  from  the  cradle  to  the  grave — not  only  by  the  General 
Government,  but  by  every  State.  They  even  go  to  the  extent  of 
taxing  the  gim  with  which  a  poor  man  kills  a  rabbit,  and  go  into  the 
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kitchen  and  tax  the  skillet  in  which  the  poor  woman  fries  it  for  her 
hoys.  The  thing  is  wrong,  gentlemen,  and  it  is  because  we  farmers 
h«Te  had  nothing  to  do  with  politics.  If  we  had  had,  if  we  had 
l^anded  to  see  that  the  laws  of  ofur  country  w^  framed  properly,  I 
say  there  would  have  been  a  better  state,  because  n^rly  every  ^and 
man  this  country  has  ever  had,  in  all  the  walks  of  life  and  of  busmess, 
in  the  pulpits  of  the  land,  in  legislative  halls,  upon  judicial  benches, 
directing  great  enterprises — nearly  every  such  man  was  country 
born,  or  very  close  to  it.  ^ 

Here  is  our  situation.  There  is  in  this  country  the  party  of  Social- 
ism, that  mess  of  politics  brought  from  Europe;  and  men  like  you 
m  days  gone  by  have  atood  up  and  said  to  me,  ^  You  are  a  Socialist.^' 
I  said,  '^If  you  were  to  meet  one  in  a  big  road  you  would  not  know 
him  from  a  pole  cat,  sir."  Socialism — a  farmer  a  Socialist!  Gentle- 
men, Socialism  is  not  at  all  satisfied  with  this  Republic,  nor  any  of  its 
institutions,  nor  with  the  Bible  which  we  folks  who  live  in  the  country 
read  and  whose  author  we  worship.  They  do  not  think  this  Republic 
is  a  good  thing.  They  say,  "Great  God,  wipe  out  the  whole  thing." 
We  say  our  Republic  is  right ;  all  it  needs  is  to  pur^e  it  of  abuses  in 
every  direction,  so  that  every  poor  boy  who  is  bom  will  have  a  chance^ 
because  we  will  have  equal  rights  and  no  discriminations.  They 
would  just  wipe  out  the  whole  thing  and  set  up  what  they  call  the 
commonwealth,  saying  the  Government  must  own  all  the  means  of 
production  and  distribution.  Every  man  liA'ing  knows  that  almost 
everything  we  get  comes  out  of  the  land  by  man's  applied  energies. 
This  doctrine  inevitably  destroys  the  Christian  home.  We  are  now 
pressed  down  by  the  upper  millstone  of  plutocracy  and  there  arises 
to  meet  it  the  nether  millstone  of  Socialism.  Between  the  two  we 
are  in  peril  of  being  around  to  powder.  We  had  better  bestir  our* 
sel'^cs.    liiere  is  the  Fhiladelphia  strike.   Oh,  great  God  

The  Chairman,  Mr.  Wimberly,  I  do  not  wish  to  interrupt  you;  I 
wish  to  keep  my  agreement  with  you;  but  I  want  to  call  to  your  at- 
tention that  the  members  of  this  committee  are  all  extremely  anxious 
at  this  time  to  get  information  on  the  question  of  ])Ostal  savings  banks. 

Mr.  Wimberly.  I  will  come  to  that.  I  discovered  this  morning 
that  I  had  to  alter  what  I  had  to  say,  and  it  bathers  me.  But  call 
me  down  if  I  get  off ;  I  will  come  back. 

Now,  genUmeUy  I  can  not  present  a  full  compr^eni^on  of  this 
movement  of  farmers  without  some  discussion  of  our  banking  system. 
I  can  not  present  to  you  our  conception  of  Senator  Carter^s  bill  without 
discussing  that  system.  It  is  e\4dent  that  the  position  of  the  bankers 
who  have  preceded  me  here  is  that  the  Government  must  keep  out 
of  the  banking  business.  We  farmers  say  the  bankers  ought  to  keep 
out  of  the  governing  business. 

Before  the  war  ended  they  began  at  once  to  meddle  with  the  green- 
backs, and  went  on  to  burn  them  up,  bum  them  up — the  greenbacks, 
that  enabled  Abraham  Lincoln  to  conquer  ihe  confederacy,  and 
nothing  else  under  God's  sun  would  have  done  it. 

The  Constitution  says  this  Government  has  the  power  to  coin  and 
regulate  money.  If  they  had  held  to  that  prerogative  with  regard  to 
those  greenbacks,  what  a  great  country  we  would  have  had.  But 
tiiey  altered  that,  and  instead  of  coining  money  they  went  to  coining 
bonds,  Mr.  ChairmBny  and  gave  over  to  the  bankers  the  privilege  of 
coining  ib»  money  ;  and  it  was  not  money,  it  was  a  subatitute.  It  is 
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true  the  Government  printed  the  bank  notes  and  signed  them  up, 
'  and  it  was  all  right ;  but  it  was  not  money  until  the  banker  got  home 
to  his  big  city  or  little  town,  and  he  and  his  cashier  signed  it.  The 
Government  abdicated  its  sovereignty  over  money  and  enthroned  the 
bankers.  We  farmers  found  ourselves  in  this  fix,  among  other  bad 
things;  we  could  not  borrow  a  dollar  on  our  lands,  the  bottom  of  all 
wealth,  the  best  and  surest  property  under  the  sun,  the  land  which 
God  gave  to  men,  saying,  ''In  the  sweat  of  thy  face  shalt  thou  eat 
bread."  But  the  time  merchant  could  take  our  mortgage  on  the 
land  and  fold  it  up,  and  give  his  note  and  put  in  there  with  the  mort- 

fage  as  his  security  and  indorse  his  note,  and  go  and  get  all  the  money 
e  pleased,  and  charge  us  100  per  cent.  I  have  paid  as  high  as  fifty 
per  cent  a  year  for  money  and  300  per  cent  for  jjoods  on  time,  and  it 
came  out  of  that  law.  Gentlemen,  I  do  not  like  it.  I  never  have, 
liked  it,  and  I  tell  you  I  do  not  think  it  ought  to  be  perpetuated.  I 
think  it  ought  to  be  altered,  and  we  want  the  Government  now  to 
change  its  poUcy  and  begin  to  regulate  t^e  value  of  money,  and  heie 
is  a  chance  now  to  begin  to  do  that,  as  we  look  at  it,  with  the  Carter 
biU.  We  want  the  Government  to  get  hold  of  some  money  and  put 
it  in  the  local  banks.    We  will  keep  it  there. 

The  bankers  have  it  so  fixed  now,  through  their  reserve  laws,  that 
the  money  comes  from  the  local  banks  everywhere  and  goes  in  strong 
current  to  Wall  street.  For  what?  To  lend  to  the  gamblers  to  run 
down  our  cotton  and  our  corn  and  all  our  products,  and  thus  skin 
us  all  around.  It  ought  to  be  so  that  that  money  wUl  not  go  there, 
and  I  tell  you  gentlemen,  if  you  pass  that  law,  what  I  am  going 
to  do  and  what  the  farmers  are  going  to  do.  We  are  going  to  beg  our 
country  banks,  for  their  own  sakes  and  for  the  sakes  of  their  patrons 
and  for  the  salvation  of  the  South  and  of  the  West,  to  keep  every 
dollar  in  the  South  they  have  got ;  never  let  any  go  to  Wall  street. 
We  want  to  become  independent,  and  under  the  blessings  of  God, 
with  wheat  at  $1  and  com  at  65  cents  and  cotton  at  15  cents,  in  two 
or  three  years  we  will  have  money  enough,  and  I  will  be  dogged  if  we 
don't  get  more  than  Wall  street  has  got. 

Objection  is  raised  against  everything  that  is  to  the  interest  of  the 
people,  on  the  ground  of  its  constitutionality,  and  I  have  been  read- 
mg  some  constitutional  arguments  since  I  have  been  here.  My 
sakes,  it  does  look  to  me  like  it  is  tittle-tattle,  and  I  would  like,  Mr. 
Chairman,  to  say  something  on  the  constitutionality  of  this,  but  I 
am  no  lawyer;  there  is  no  use  of  that. 

The  Chairman.  That  question  has  not  been  raised. 
Mr.  WiMBBRLT.  Well,  look  here;  if  it  is  ri^ed,  by  George,  every 
man  say  it  is  constitutional,  please. 

Mr.  Lloyd.  Have  you  examined  this  Senate  bill  ? 
Mr.  WiMBEHLY.  Mr.  Murdock's  bill  is  the  one. 
Mr.  Lloyd.  Speaking  for  myself,  I  do  not  know  what  bill  you  are 
talking  about. 

Mr.  WiMBEELY.  It  is  Senate  bill  5876. 
Mr.  Stafford.  What  biU  do  you  say  you  have  examined  ? 
Mr.  WiMBERLT.  I  made  a  mistake;  it  is  Mr.  Carter's  bill.  I  will 
not  go  into  that  matter,  nor  anvwhere  else  when  you  object,  of  course. 
I  am  here  to  get  all  I  can  out  or  the  committee.  I  am  going  to  discuss 
this  bill  now,  gentlemen.  You  are  not  going  to  call  me  down  when 
I  speak  to  the  bill,  are  you,  Mr.  Chairman?   Anyhow,  you  have  a 


POSTAL  SAVINGS  BANK. 


75 


pretty  fair  view  of  how  we  look  at  it.  We  are  not  satisfied.  Give 
us  this  postal  savings  bank  and  we  will  begin  to  feel  that  we  and  our 
northern  white  folto  are  getting  to  be  brothers  at  last,  laying  aside 
the  animosities  of  the  war  and  mb  negro  stench.   There  is  where  we 

want  to  reach.    Tliis  bill  is  perfectly  acceptable  to  us,  and  we  have 

debated  it  with  prayerful  consideration. 

But  we  do  plead  with  the  committee  to  make  one  amendment. 
Please  open  your  ears  now  and  hear  with  good  understanding.  There 
are  two  provisos  in  this  bill,  one  introduced  by  Mr.  Smoot,  which 
reads: 

ProvUed,  That  when,  in  the  judgment  of  the  President,  war  or  any  other  exigency 
involving  the  credit  of  tiie  Government  so  requires,  the  board  of  trustees  may  witJx- 
draw  all  or  any  part  of  said  funds  fitom  the  banks  and  taveet  the  same  in  bonds  or  oth^ 
securities  of  the  United  States. 

That  was  modified  by  the  further  provision  offered  by  Mr.  Borah: 

Provide furtiier.  That  no  part  of  said  funds  shall,  in  any  event,  be  invested  in  bonds 
or  otiier  seeuritiee  bearing  intoeet  at  less  than  two  and  one-fourth  per  centum  per 
annum. 

We  want  to  throw  in  a  few  words  that  we  consider  very  important, 

right  in  the  middle  between  those  two  provisos. 

Mr.  MuRDOCK.  That  is,  on  page  7,  between  lines  9  and  10?  Is  that 
right  ? 

Mr.  WiMBERLY.  Yes,  sir. 
Mr.  MuEDOCK.  All  right. 

Mr.  WiMBERLY.  Page  7,  line  9,  beginning  right  after  "United 
States."  At  the  close  of  his  amendment  we  want  to  insert  certain 
words,  so  that  the  sentence  will  read  this  way : 

And  invosit  the  same  in  bonds  or  other  securities  of  the  United  States,  such  bonds  or 
securities  being  issued  by  the  Government  to  meet  such  exigency  and  the  Govern- 
ment being  the  vender  thereof. 

We  want  you  to  give  intense  consideration  to  that  insertion.  That 
will  perfect  the  bill  for  the  fanners,  and  I  do  not  see  how  any  propw 
objection  can  be  raised  against  it. 

As  to  the  other  matters  in  that  bill,  I  have  heard  no  questions  and 

heard  no  objections  by  any  that  have  precedetl  me;  but  I  wish  to  say 
that  these  smart,  cunning  bankers  utterly  misconceive  the  object  of 
that  bill,  and  they  say  tliey  have  hunted  strenuously  but  vainly  to 
see  if  they  could  not  find  in  the  South  and  the  West  any  advocates  for 
it.  Tlie  aim  of  that  law  is  to  draw  out  money  that  never  gets  to 
banks. 

Mr.  Lloyd.  May  I  ask  you  here  a  c^uestion  % 

Mr.  WiMBERLY.  Yes,  sir. 
'  Mr.  Lloyd.  Have  you  any  considerable  amount  of  money  down  in 
your  country  that  does  not  go  to  the  bank  ? 

Mr.  WiMBERLY.  Lots  of  it. 

Mr.  liLOYD.  Where  is  it  kept  % 

Mr.  WiMBBRLT.  I  will  tell  you  presently. 

Mr.  MuEDOCK.  That  is  what  we  want  to  know  right  on  this  point. 
Mr,  WiMBERLY.  I  will  tell  you  presently.   Many  men  are  fearful 

of  banks;  many  men  have  got  to  believing  that  banks  steal;  many 
men  are  ignorant  and  prejudiced,  and  they  range  from  the  simple, 
thick-headed  negro  ancl  the  utterly  ignorant  white  man  up  to  men 
of  that  class  who  have  got  to  be  pretty  prosperous;  and  I  will  give 
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you  two  instances  in  my  own  county.  The  amount  I  do  not  think 
any  noan  can  estimate  by  elimination  or  any  other  process,  but  they 
have  got  the  mcmey.  A.  few  we^s  ago  out  in  the  Southwest  I  read 
an  account  of  a  man  who  plugged  up  1^,000  in  a  big  hole  he  bored 
into  his  log  house.  The  man  who  put  it  there  thought  he  had  it  sale; 
His  house  Dumed  down  and  the  money  with  it.  Just  so,  there  were 
in  my  county  two  citizens  killed  by  negroes.  One  was  named  Martin 
Livingston  and  the  other  Warren  Hart,  both  good  citizens  and  good 
livers,  after  their  style,  and  both  hoarded  money,  and  both  were  killed 
by  negroes  to  get  their  hoarded  money,  and  both  were  killed  with 
axes — no,  Livingston  was  not  killed,  but  they  thought  so.  Livingston 
was  called  out  of  his  house  at  night,  and  the  n^eroes,  two  of  them^ 
chopped  him  with  the  ax  and  thought  they  had  tiued  him,  and  cut  the 
man^  head  open  clean  down  through  the  mouth  and  all,  and,  to  the 
amazement  of  all,  he  did  get  well.  They  pitched  him  into  a  little 
crib  and  went  into  his  house  and  chopped  his  wife's  head  open  and 
left  her  for  dead.  They  then  searched  the  house,  but  could  not  find 
the  money.  The  wafe,  though,  did  not  die,  and  when  they  got  out 
of  the  way  she  crawled  to  a  n^ro  woman's  house  about  60  yards  from 
there  and  got  help.    That  man  lived,  but  is  a  physical  wreck. 

It  wasn^t  three  months  after  that  when,  within  10  miles  from 
where  Livingston  lived,  a  negro  went  to  old  man  Hart's  house.  I 
had  pleailed  with  Hart  to  put  his  money  somewhere;  that  his  life 
was  in  danger;  but  he  wouldn't  buy  any  more  land  because  lie  had 
a  good  home  and  two  good  mules.  I  said,  "Well,  lend  it  to  some- 
body." He  said,  "Oh,  no;  I  have  it.  I  had  better  keep  it  safe."  I 
said,  "^Ir.  Hart,  put  it  in  the  bank."  He  said,  "Put  it  in  the  bank? 
My  God?  They  wiU  steal  it."  I  said,  "Mr.  Hart,  if  the  United 
States  Government  had  postal  saving  banks  and  Mrs.  Grimsley 
could  take  your  money,  and  the  Unit^  States  Government  keep  it 
for  you,  guarantee  its  safety,  and  pay  you  2  per  cent  for  it,  would 
you  put  it  in  there?"  He  said  he  would  put  it  in  there  in  a  minute, 
if  they  didn't  pay  him  a  cent. 

Mr.  Lloyd.  This  bill  would  not  have  enabled  him  to  put  it  in 
there. 

Mr.  WlMBERLT.  He  could  have  put  five  hundred  in,  and  his  wife 
five  hundred,  and  if  he  had  any  children  they  could  have  put  the 
balance  in.  There  are  two  instances  of  men  of  considerable  means. 
Livingston  ran  five  plows. 

I  presume  that  state  of  things  among  the  farmers  of  the  South 
is  much  more  prevalent  than  in  an}'  other  section  of  the  country, 
and  it  comes  from  this:  War  left  us  in  sackcloth  and  ashes.  We 
fought  as  long  as  we  could,  did  we  not?  And  it  is  painful  to  think 
of  the  days  of  reconstruction.  O,  my  God.  I^et  them  go  by.  It 
just  left  us  so  that  the  generation  that  hved  could  get  no  education, 
and  that  accounts  for  the  illiteracy  among  the  whites  in  the  South. 
We  are  beginning  now  to  educate  the  children,  but  our  country 
schools  are  not  first  class.  All  over  the  South  in  the  country  you 
find  men  who  hoard  money  in  that  way,  and  will  not'  trust  it  in 
banks,  and  will  not  trust  it  with  anybody  else. 

There  is  a  merchant,  who  is  a  brother  of  my  wife,  and  an  intelli- 
gent man;  for  years  and  years  and  years  he  never  would  put  a  dollar 
m  a  bank,  but  he  would  lend  it  to  his  brother,  Joe  Taylor,  at  4  per  cent 
and  he  would  not  lend  me  a  cent  at  10  per  cent;  I  was  broke;  but 
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Charlie  was  lending  money  to  Joe  and  I  would  go  and  borrow  it  from 
Joe  at  8,  and  thus  Joe  made  4  per  cent  on  it.  I  never  have  yet  seen 
a  single  one  of  those  men  but  believes  in  Uncle  Sam.  They  think 
he  is  solid  and  sure,  and  they  know  if  Unele  Sam  weakens  and  breafaB 

down  then  the  money  will  break  down,  too. 

Mr.  Lloyd.  Have  there  been  any  bank  failures  in  your  country 

recently  ? 

Mr.  WiMBERLY.  Oh,  no;  they  are  getting  along  pretty  well. 
Mr.  Lloyd.  You  deposit  in  the  bank,  do  you  not  ? 
Mr.  WmvBBSJT.  0h,  yes — and  borrow  from  them  like  the  dickens. 
[Laughter.] 

Mr.  Llotd.  You  are  not  afrud  of  the  banl^l 

Mr.  WiMBERLY.  No;  but  I  don't  let  them  have  too  much  at  a  pop. 
[Laughter.]  I  am  of  a  very  credulous  nature.  People  can  fool  me. 
I  like  to  have  faith  in  my  kind. 

Mr.  Lloyd.  Is  it  not  true  that  it  is  the  men  who  do  not  belong  to 
the  farmers'  union  who  do  not  deposit  in  the  banks  ? 

Mr.  WiMBEELY.  Generally,  but  we  have  some  men  who  do  not. 
We  are  educating  them  and  enlightening  them. 

'Mr.  Llotd.  fraen  the  farmers  union,  as  such,  does  not  need  the 
postal  savings  bank,  does  iti 

Mr.  WiMBERLY.  Oh,  yes;  it  needs  it  like  forty. 

Mr.  Lloyd.  What  does  it  need  it  for? 

Mr.  WiMBERLY.  If  you  can  get  the  Warren  Harts  down  there  to 
deposit  the  money,  the  Fred  Wimberlys  will  borrow  it.  It  will  work 
good  all  around. 

Mr.  MuBDOOK.  Do  you  not  run  across  this  character  sometimes — 
the  man  who  uses  ^  bank,  who  is  botJii  a  depositor  and  a  borrower, 
and  yet  he  hoards  more  or  less,  too  l 

Mr.  WiMBERLY.  Yes,  sir. 

Mr.  Lloyd.  Do  you  think,  as  a  practical  proposition,  if  you  had 
the  postal  savings  bank,  that  you,  Mr.  Fred  Wimberly,  could  go  to 
the  postal  savings  bank  and  borrow  the  money  ? 

Mr.  WiMBERLY.  Oh,  I  could  go  to  the  local  bank  that  got  it  out 
from  the  Government  and  borrow  as  much  as  I  please. 

Mr.  Imqyd,  Then  you  would  deal  with  the  bank  and  not  with  the 
Government  9 

Mr.  WiMBBBLT.  That  is  true ;  but  the  bank  deals  with  Warren  Hart, 
and  the  Government  deals  witii  Warren  Hart,  and  that  would  get 

his  money  into  the  bank. 

Mr.  Murdoch.  You  started  with  the  original  proposition  a  few 
minutes  ago,  and  I  w^ould  like  to  hear  more  about  that,  that  a  postal 
savings  bank  would  develop  money  that  does  not  now  reach  a  bank 
at  all. 

Mr.  WniBBBLY.  Yes,  sir. 

Mjr.  MuBDOCK.  How  much  do  yon  think  it  would;  what  per  cent 
in  your  country  k  now  in  hidii^,  in  normal  times,  not  diuing  a  time 

of  panic  ? 

Mr.  WiMBERLY.  Mr.  Murdock,  to  save  my  life  I  could  not  make  an 
estimate,  and  I  do  not  believe  a  Member  of  this  Congress  is  wise 
enough  to  do  it.  We  know  this,  there  are  men  everywhere,  where 
tl^y  have  got  savings  banks,  who  put  money  there,  and  they  put 
heapsiof  it  there,  and  you  will  find  that  these  post-office  banks,  which 
we  waat  ioE«avings  banks  lor  tk»eoua1ay,  you  Imem,  wiU4raw4>ut  an 
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ImzneBse  amoimt  of  money  that  can  be  utilized  in  those  sections  where 
currency  is  scarce,  and  help  to  build  them  up.  That  is  what  we  are 
driving  at  absolutely;  and  we  would  make  that  thing  work  and  work 
well,  because  the  little  bankers  down  there  have  been  listening  to  us 
farmers  there,  and  we  are  making  motions  like  getting  together. 
The  thing  is  not  running  right  for  the  South  and  the  West. 

Mr.  Lloyd.  Is  it  not  true  that  numbers  of  tiie  farmers'  union 
people  now  are  stockholders  in  the  banks? 

Mr.  \ViMBERLY.  Not  numbers,  sir.  I  tried  my  best  to  get  up  a 
bank,  and  we  got  it  up,  ail  started,  but  our  banker  backed  down  and 
would  not  stick  to  us^  this  spring. 

Mr.  Llotd.  You  will  have  one  next  year,  will  you  not  ? 

Mr.  WiMBERLY.  I  hope  so,  if  we  can  Vet  a  man  who  can  run  it, 
because  I  do  not  know  how  to  run  it.  I  hope  you  will  not  tangle 
me  up.  I  was  tickled  at  the  bankers  who  were  quizzed  ahead  of  me. 
They  got  in  a  heap  of  tight  places. 

Mr.  Lloyd.  We  could  not  get  ahead  of  you  if  we  wanted  to. 

Mr.  WiMBBRLY.  So  far  as  the  farmers  are  concerned,  I  think  I 
made  it  clear  to  you  how  we  look  at  this,  and  the  farmers  of  the  South 
and.  the  West  are  tired  of  being  so  utterly  dependent  on  Pierpont 
Morgan  and  Rockefeller  to  know  whether  we  shall  have  anything  or 
not. 

You  see  how  they  regulated  the  value  of  money  in  1907.  Pierpont 
regulated  it  right,  and  in  a  few  weeks  he  got  a  property  worth  about 
$800,000,000  for  $30,000,000.  Men  Uke  me  in  tlie  South  ran  to  our 
little  bankers,  and  we  said,  "In  the  name  of  God,  let's  be  folks  one 
time;  let's  make  our  own  money."  They  were  apprehensive  and 
fearful  and  then  they  were  afraid  of  this.  They  said,  "Will  they 
•  take  it?"  meaning  the  farmers  around.  They  took  it.  They  had  to 
take  it  for  money,  for  they  could  not  get  anytlung  else,  and  we  said, 
"Let's  make  our  money,"  and  in  our  coimty  I  got  three  of  the  banks 
in  an  association,  and  they  issued  their  certificates,  based  on  what? 
The  notes  of  men  like  me.  Great  God!  Based  on  our  notes,  our 
notes,  the  best  money  that  Pulaski  ever  had,  because  it  would  not 
go  away  from  home,  and  the  union  stood  its  ground  and  would  not  let 
their  cotton  go  down,  thank  God.  But  since  then  Pierpont  had 
Congress  to  amend  so  that  our  bankers  will  go  to  Sing  Sing  if  they 
make  money  of  their  own  when  Pierjwnt  locks  uj^  his — about  half  of 
the  total  supply.  I  tell  you,  gentlemen,  these  big  bankers,  obhged 
to  invest,  have  lately  been  acquiring  even  the  country  telephones. 
I  rather  suspect  in  a  few  years  they  will  take  eyervthmg  I  have  but 
my  wife  and  children,  and  I  am  not  so  sure  they  will  not  get  some  of 
them.    It  is  bad. 

Mr.  Llotd.  If  the  rest  of  the  family  are  as  bright  as  you  are,  I 
haven't  any  doubt  that  some  of  them  wdl  be  lost  to  you  before  long. 

Mr.  WiMBERLY.  When  the  next  panic  comes  along  I  will  be  just 
like  I  have  been  for  years  and  years.  I  knew  long  ago  that  New  York 
made  these  panics.  I  have  always  had  a  great  big  bank  of  potatoes 
and  plenty  ot  meat,  and  I  could  just  stop  work  andeat  what  I  had. 

Mr.  Small.  I  understand  you  to  have  mrm  this  as  one  re^on  for 
your  desire  for  the  postal  savings  bank;  that  is,  that  it  would  attract 
the  money  that  is  now  being  hoarded  by  men  in  their  homes  and  in  their 
secure  places,  as  they  think  them.  What  other  reasons  for  the 
establishment  of  postal  savings  banks  would  you  urge  except  that  2 
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Mr.  WiMBEBLY.  Gentkmeii,  right  there,  now,  I  have  to  hit  the 
bankers  a  lick. 

Mr.  Llotd.  Hit  them;  that  is  all  right. 

Mr.  WiMBBBLT.  You  remember  that  during  the  war  Mr.  liaedbi 

was  terribly  put  to  it ;  he  could  not  get  money  from  the  brakers  except 

away  up  yonder;  all  the  gold  and  silver  they  hid  out,  and  yet,  after 
specie  was  stored  safely  away,  they  would  let  him  have  some  paper 
money  on  terms  ruinous,  absolutely  ruinous;  it  resulted  in  his  issuing 
sixty  million,  about,  of  Treasury  notes,  without  any  qualification, 
without  anything  about  it  but  the  promise  of  the  United  States  to 
make  good,  and  u  was  good  for  all  debts,  public  and  private.  Those 
millions  stood  at  par  until  the  close  of  the  war,  unless  I  have  read 
history  that  was  a  Ke — and  much  of  it  is  a  lie,  but  I  bdieve  that  much 
is  true.  Good  sense  prompts  me  to  beHeve  it.  They  went  to  work 
bothering  and  hindering  the  Government  one  way  and  another  until 
that  great  man  in  righteous  anger  rose,  and  said  they  ought  to  have  their 
infernal  heads  shot  off.  You  talk  about  paternalism.  Quit  that.  It  is 
all  fooUshness.  This  is  a  paternal  government  for  the  great  corpora- 
tions; the  corporations,  in  which  every  moneyed  man  sinks  his  in- 
dividuality, and  he  is  as  nothing,  and  no  matter  whether  he  is  a  Re» 
publican  or  a  Democrat,  whether  he  is  a  mine  operator  or  a  railroader, 
no  matter  what  he  is,  he  just  leaves  it  to  that  concern  to  make  more 
money,  and  they  stand  together  in  solid  phalanx,  and  the  Govern- 
ment has  given  them  every  opjiortunity,  with  special  privileges  and 
governmental  concessions  to  get  from  the  people  the  enormous  wealth 
they  are  creating.  And  I  want  to  say  to  you  right  here,  my  father 
was  a  wealthy  planter,  but  tolerated  in  his  children  no  fool  notions. 
He  made  me  work  like  his  negroes  on  Saturdays  and  during  the  vaca- 
tions, and  I  thought  it  was  awfuUy  hard,  fie  never  would  let  me 
have  any  money  unless  I  absolutel}^  needed  it ;  at  16  years  he  sto])]  ed 
me  at  school,  saying  I  was  too  advanced,  and  made  me  and  a  negro 
work  together  so  I  could  not  dode:e  him.  I  know  what  mv  father  had. 
I  know  he  had  authority  to  say  to  one  go  and  he  goeth,  and  to  another 
come  and  he  cometh.  I  know  his  equipment  of  fine  mules  and  every- 
thing a  farmer  wanted.  But  with  advances  in  agricultural  science 
since  the  war  I  absolutely  can  take  these  negroes,  these  free  negroes, 
who  think  of  nothing  in  their  religion  or  philosophy  except  to  get  what 
a  white  man  has  and  to  give  nothing  for  it — I  can  take  them,  blood- 
suckers as  they  are,  and  make  five  times  as  much  to  the  plow  or  to  the 
hand  as  my  father  made,  and  out  in  the  West  one  man  can  make  ten 
times  the  wheat  he  could  before  the  war,  and  now  we  ought  to  liave 
our  share  of  that.  It  should  be  so  every  farmer's  house  would  be  a 
mansion  as  compared  mth  his  present  hut. 

The  Ghaibman.  Mr.  Wimberly,  it  is  getting  near  the  hour  to 
adjourn,  and  Mr.  Small  has  asked  you  to  give,  as  concisely  as  you  can, 
other  reasons  why  you  are  in  favor  of  the  establishment  of  postal 
savings  banks. 

Mr.  WiMBERLY.  Very  well.  This  bill  says,  ''In  case  of  war  or 
other  exigency.''  We  will  approve  that,  and  if  we  had  a  little  bit  of 
tussle  and  the  Government  wanted  the  money,  I  would  be  glad  to  see 
it  have  it,  provided  the  Government  makes  the  people  on  the  farms 
feel  like  they  are  concerned  with  it.  If  it  takes  care  of  these  men's 
money,  the  people  will  not  make  a  run  on  the  Government.  They 
will  just  let  it  stay  there  and  get  2  per  cent.   Let  the  Government 
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now  issue  its  bonds  and  be  the  vendor  of  its  bonds  and  say  to  these 
depositors,  '  *  We  want  to  borrow  your  money,  to  take  it  out  df  Ihb 
local  banks  to  run  this  war."  Do  you  ledkon  f hey  will  demand  10 
per  cent?  They  are  patriots.  They  have  got  homes.  Men  will 
fight  for  their  homes  and  fight  to  maintain  the  government  that 
keeps  their  homes  and  enables  them  to  live  in  comfort,  and  even  in 
luxury.  The  farmers  of  this  country  would  not  only  put  the  money 
they  have  in  it,  but  they  would  draw  it  out  of  the  savings  banks  and 
other  banks,  and  as  fast  as  they  made  money,  to  sustain  the  army  they 
would  turn  it  over  to  the  Government.  The  bankers  would  not  do 
it,  but  the  farmers  would  do  it,  gentlemen.  But  they  are  beginning 
to  feel  like  this  is  not  our  Government.  I  walk  around  here  in  this 
magnificient  Capitol  with  all  its  appointments.  The  directions  are  a 
little  confusing.  I  get  lost.  I  have  not  got  the  corridors  and  twists 
straight  yet.  I  had  to  find  out  which  was'  your  northeast  corner 
to-day.  I  tell  you  this  magnificient  spot  around  this  Capitol,  sus- 
tained by  our  taxes,  and  all  the  appointments  here — oh,  if  we  just 
felt  this  is  the  government  for  every  man  who  contributes  to  its 
support  everywhere,  how  happy  we  would  be!  We  farmers  are  con- 
tributmg  just  about  three-fourths  to  sustain  this  Government,  and 
loaded  with  burdens  intcderable.  Oh,  my  God,  men,  stop!  Don't 
you  beligve  now,  in  case  of  war,  if  you  make  that  a  law  and  let  it 
abide,  the  farmers  will  respond?  Just  alter  the  current  of  legisla- 
tion somewhat. 

Mr.  Small.  Mr.  Wimberly,  suppose  as  a  result  of  the  estabhshment 
of  the  postal  savings  banks  the  money  should  not  be  deposited  in 
local  banks  to  meet  local  demands,  but  should  be -taken  away  to  some 
central  depository  like  New  York  City,  Wall  street;  would  you  still 
be  in  favor  of  postid  savings  banks  ? 

Mr.  Wimberly.  No,  sir;  I  would  not,  Mr.  Small.  That  gave  me 
a  great  deal  of  concern,  and  our  whole  committee. 

Mr.  Small.  Wliy  would  you  not.be  in  favor  of  postal  savings  banks 
under  that  condition  ? 

Mr.  Wimberly.  Because  I  want  the  money  to  stay  where  it  is 
needed,  where  I  can  get  it.  I  do  not  want  it  to  ^o  to  New  York  at 
all.  I  want  us  down  m  Geoif^a  to  have  just  as  f anr  a  show  as  a  man 
who  has  an  office  in  Wall  street.  We  have  got  a  fair  ehow  for  postage 
stamps  and  want  it  for  money. 

Mr.  Small.  If  the  local  banks  in  the  several  communities  and 
towns  could  attract  all  the  money  so  that  it  could  be  put  on  deposit 
in  the  banks,  then  in  your  opinion  there  would  be  no  necessity  for 
postal  savings  banks  ? 

Mr.  WiMBssLY.  They  can  not  attract  it  without  a  postal  savhigB 
bank. 

Mr.  Small.  But  in  your  opinion  the  numey  cam  no  be  attracted 
without  a  postal  savings  bank  ? 

Mr.  Wimberly.  No,  sir;  impossible. 

Mr.  Lloyd.  Let  me  ask  you  a  question  in  connection  with  the  bill. 
Do  you  think  it  is  right  in  principle  that  the  local  bank  should  give 
security  to  the  Government  for  the  money  that  the  Government 
deposits  in  that  bank,  when  it  does  not  give  any  security  to  you  |or 
the  money  you  deposit  in  the  same  bank  ? 

Mr.  Wimberly.  Lookiheie;  isn't  HhAt  a  tight  fix  9  6k>  up  now  find 
aa^:  '  ^Mr.  Banker,  I  want  a  Uioueand  dollars.^'   He  reyi^ea,  '^^ere 
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•la  the  person  Who  will  secure  it  ? "  '  *Mr.  Banker,  I  want  a  thouitend 
dollars."  "Secut©  nae.**  It  is  the  same  thing  everywhere.  Yoili 
take  the  buzzard  and  I  take  the  turkey,  or  I  take  the  turkey  and  you 
take  the  buzzard;  heads  up  I  win,  tails  down  you  lose.  That  is  the 
way  it  goes  all  the  time.  It  is  not  a  fair  tote.  The  thing  is  not  right, 
but  we  are  obliged  to  have  banks,  gentlemen.   I  am  not  fighting  banks'. 

Mr.  Lloyd.  Then  you  are  not  m  favor  of  that  feature  of  thb  biU^ 

Mr.  Wimberly.  Yes. 

Mr.  Lloyd.  That  requires  that  security  ? 

Mr.  WlHBBKLT.  Oh,  yes;  as  long  as  they  give  it  to  me  I  want  it  iA 
there.    If  I  do  not  get  it,  let  the  Government  get  it.    But  let  us  get 

on  a  par.    I  give  security;  make  them  give  it. 
Mr.  Lloyd.  Make  the  banks  give  it  ? 
Mr.  Wimberly.  Yes. 

Mr.  Lloyd.  Why  should  the  bank  give  security  to  the  Government, 
and  if  you  happened  to  deposit  money  there  not  give  it  to  you  ?  I 
appreciate  the  fact  that  you  are  ordinarily  a  borrower.  [Laughter.] 

Mr.  Wimbebly.  I  understand  that. 

Mr.  Lloyd.  But  suppose  you  should  happen  to  be  a  depositor! 
Mr,  Wimberly.  Yes. 

Mr.  Lloyd.  Then  would  you  not  like  to  liave  your  deposits  guar- 
anteed, so  that  you  would  know  right  there  you  were  going  to  get 
your  money  ? 

Mr.  Wimberly.  1  have  been  a  depositor  and  have  been  a  borrower. 
I  borrow  a  thousand  dollars  and  take  one  hundred  said  leave  mM 
hundred.  The  banker  does  not  give  me  any  security  for  the  ttim 
hundred,  but  I  have  to  give  him  good  security  for  the  thousand.  I 
believe  in  evolution.    Start  the  current  now  in  the  right  way. 

Mr.  Finley.  You  are  not,  then,  in  favor  of  any  postal  savings-bank 
bill  unless  it  is  so  framed  that  it  will  retain  the  money  deposited  in 
the  postal  savings-bank  f untl  in  the  community  where  deposited  ? 

Mr.  Wimberly.  Yes,  sir;  that  is  my  position. 

Mr.  FiNLEY.  Do  you  understand  that  this  bill  that  has  passed  tlie 
Senate  does  that  absolutely  ? 

Mr.  WiMBBiULY.  We  would  rather  have  it  without  a  bond  in  it. 
We  hate  that  word  "bond,"  anyhow. 

Mr.  PiNLEY.  No;  I  am  speaking. of  the  requirement  that  the  money 
be  deposited  in  banks  local  to  where  it  is  taken  in  by  the  post-offices 
throughout  the  countrv. 

Mr.  W  IMBERLY.  ^  es,  sir;  under  that  bill  they  are,  unless  the  Presi- 
dent completely  stultifies  hmiself ,  and  every  man  in  the  country  etm 
see  it.    The  money  will  go  into  the  local  banks. 

Mr.  FiNLBY.  It  will  go  there;  but  do  you  understand  the  provraions 
of  the  bill  are  such  that  it  will  remain  there  and  can  not  be  removed  1 

Mr.  WiMBBRLY.  It  could  be  rismoved;  but  look  here:  Did  not  I 
teU  you  that  we  farmers  were  going  to  get  these  local  banks  to  go 
"snooks"  with  us  and  keep  that  money  there? 

Mr.  Lloyd.  Mr.  Finley  is  a  farmer. 

Mr.  Wimberly.  If  you  are  a  farmer,  get  up  and  ^o  home  and  talk 
to  them  and  say,  "ILeep  the  money  here.  Don't  let  it  go  to  Wall 
street." 

Mr.  FiNLEY.  I  understand  that,  but  I  am  trying  to  ascertain 
whether  or  not  you  are  eatisfied  with  the  provisions  of  the  bill  relative 
to  retaining  the  money  in  the  community  where  it  is  deposited  ? 
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Mr.  WiMBERLY.  I  am  perfectly  satisfied  that  that  is  the  very  best 
we  can  get  out  of  this  Congress,  and  I  am  pretty  hopeful  of  ^ettins:  it, 
and  I  am  pretty  hopeful  of  getting  help  from  this  c^naiittee  in  gettine 
it.  But  under  present  conditions,  with  that  lesenre  law  in  force,  and 
that  gambling  going  on  in  New  York,  and  money  refused  to  farmers 
and  chucked  right  out  to  the  gamblers,  I  do  not  see  how  we  can  keep 
that  money  there.  The  conditions  are  against  us,  but  here  we  have  a 
chance  to  keep  it  there,  and  I  will  work  like  thunder  to  do  it. 

Mr.  FiNLEY.  There  is  no  provision  of  law  in  this  bill  that  prevents 
tibe  Executive  in  the  admmistration  of  the  law  from  withdrawing 
money  and  redepositing  it  elsewhere.  • 

Mr.  WnfBEBLY.  Was  that  what  you  wanted  9 

Mr.  FiNLEY.  Yes. 

Mr.  Fassett.  Why  should  it,  because  the  depositor  can  always  go 
to  the  post-office  and  get  his  money  on  demand,  so  the  money  always 
does  remain  in  the  community  despite  anything. 

Mr.  WiMBERLY.  Under  the  provisos  there  that  money  can  not  be 
moved  by  the  President  uiiiess  iu  case  of  war  or  an  eiugeucy  that 
amounts  to  a  calamity. 

Mr.  FnnLBT.  I  beg  your  pardon  

Mr.  WiMBEBLY.  And  with  the  public  sentiment  of  the  country 
backing  that  idea,  that  it  must  stay  at  home,  no  President  is  going  to 

interfere. 

Mr.  FiNLEY.  I  beg  your  pardon.  If  you  will  read  every  part  of  the 
bill  carefully  you  will  find  out  you  are  mistaken.  It  is  a  matter  of 
administraUon  and  discretion  with  the  Executive.  It  will  be  in  his 
discretion. 

Mr.  MuRDOCK.  How  ever,  Mr.  Finley,  I  want  to  call  your  attention 
to  the  fact  that  it  involves  an  exigency  that  involves  the  credit  of  the 

Government. 

Mr.  Finley.  A  panic  or  a  shortage  of  funds,  revenue,  anything  of 
that  sort,  fluctuation  of  United  States  bonds,  or  anything,  could  be 
made  an  excuse  for  that. 

Mr.  WiMBERLY.  I  just  Stated,  Mr.  Finley,  sentiment  of  this  country, 
puUic  opinion,  forces  this  question.  They  have  been  at  it  for  forty 
years,  and  with  that  law,  made  in  consequence  of  tiiat  public  opinion, 
and  that  absolute  prohibition  of  the  use  of  this  iiK>ney  for  the  investor 
in  those  bonds,  seven  hundred  millions  of  bonds,  the  President  of 
this  United  States  is  not  going  to  hunt  any  excuse.  He  will  stand 
reprobated  by  the  country,  and  I  do  not  believe,  upon  reflection,  you 
can  put  any  man  of  presidential  size  inside  of  the  limits  of  the  United 
States  in  the  chair  that  ever  would  do  it.  At  first  I  was  afraid  of  it, 
but  you  can  not  do  it,  because  this  country  thinks  they  ought  to  have 
that  postal  savins-bank  system,  and  not  for  the  good  of  the  rich 
bankers  of  New  York  at  all,  but  for  the  good  of  the  farming  pec^ 
scattered  throughout  this  country. 

Mr.  Finley.  I  was  asking  you  with  reference  to  keeping  the  money 
in  the  locality  where  it  is  deposited. 

Mr.  WiMBERLY.  You  said  the  President  could  get  an  excuse. 
'  Mr.  Finley.  Oh,  yes;  he  could  make  them. 

Mr-  WiMBERLY.  When  he  gets  an  excuse  there  will  be  a  poUtical 
revolution  that  will  not  only  engulf  him,  but  engulf  his  party. 

Mr.  Finley.  Would  you  not  oe  better  satisfied  to  have  that  pro- 
vision  made  stronger) 
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Mr.  WiMBERLY.  How  would  you  make  it  stronger ) 

Mr.  Finley.  By  language. 

Mr.  WiMBBRLY.  What  is  the  language  I 

Mr.  FiNWBT*  Oh,  redraft  it. 

Mr.  WiMBBBLT.  I  think  they  have  made  that  about  as  good  as  they 
can. 

Mr.  Finley.  I  am  sorry  I  can  not  agree  with  you;  I  think  it  can  be 
made  stronger. 

Mr.  WiMBERLY,  Make  it  stronger,  and  if  they  wiii  pass  it,  that 

suits  us  better. 

The  Chairman,  How  many  members  of  the  Farmero'  Union  are 
there  ? 

Mr.  WiMBBBLY.  I  can  not  tell.  We  have  initiated  about  three 
million.   There  are  not  quite  that  many. 

The  Chairman.  Have  you  been  sent  here  to  represent  the  Farmers' 
Union  after  a  meeting  held  for  that  purpose  ? 

Mr.  WiMBERLY.  Yes,  sir;  a  regularly  constituted  delegate. 

The  Chairman.  Do  you  hold  a  position  in  the  Farmers'  Union  'i 

Mr.  WiMBERLY,  Yes,  sir;  high  private  m  the  rear  rank.  I  had  no 
office,  but  they  put  me  here,  and  I  was  glad  to  come. 

The  QsAiBMAN.  Do  you  think  there  are  three  million  memb^t 

Mjp.  WiMBBELY.  No,  sir. 

The  Chairman.  How  many  do  you  think  there  are! 

Mr.  WiMBERLY.  I  do  not  know. 

The  Chairman.  Do  you  think  there  are  a  miUion? 

Mr.  WiMBERLY.  I  reckon  there  are. 

The  Chairman.  Are  they  scattered  all  over  the  country  ? 

Mr,  WiMBERLY.  They  are  in  the  Southern  and  Western  States 
almost  wholly.  We  have  not  got  oyer  the  whole  coontry.  We  want 
to  get  over  the  whole  country. 

Mr.  MuRDOCK.  How  long  has  the  movement,  the  FfumNs'  Union, 
under  that  name,  been  in  existence  ? 

Mr.  WiMBERLY.  About  five  years. 

Mr.  Mlrdock,  Where  did  it  start? 

Mr.  WiMBERLY.  In  Texas. 

Mr.  MuBDOCK.  Then  swept  east  over  the  South  i 
Mr.  WiMBESLY.  Yes.^ 

Mr«  MuBDOOK.  Even  up  north  to  Oklahoma  I 
Mr.  WiMBERLY.  Yes. 

Mr.  MuRDOCK.  Has  it  reached  Kansas  yet  ? 

Mr.  WiMBERLY.  Yes.  Mr.  Brooks,  has  not  Kansas  been  reached? 
Mr.  Brooks.  Yes. 

The  Chairman.  Are  there  any  further  questions? 
Mr.  Fassett.  I  would  simply  like  to  ask  if  there  are  any  other 
members  of  the  Farmers'  Union  who  wish  to  be  heard? 
Mr.  WocBEBLY.  Mr.  Brooks  is  here. 
Mr.  Brooks.  I  do  not  wish  to  say  anything. 

The  Chairman.  You  have  not  anything  to  add  to  what  Mr.  Wim- 
berly  has  said,  as  a  representative  of  the  Farmers'  Union? 

Mr.  Brooks.  No,  sir;  we  sunply  wish  to  present  the  attitude  that 
the  farmers  favor  the  bill. 

Mr.  MuBfK>CK.  And  the  Senate  bill  is  fairly  satisfactory  to  you  ? 

Mr.  Brooksw  Yes,-s^;  with  the  words  t^  ware  inserted  by  Ifr. 
Wimberly. 
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Mr.  Fassett.  I  would  Mke  to  »^  Mr.  Wimberl^^ — either  you  dr 
your  friend — you  say  the  union  approves  of  this  bill.  How  wm  it 
approved  ?   Was  it  submitted  to  each  member  of  the  union? 

Mr.  Wlmbekly.  Each  member  of  the  legislative  committee. 

Mr.  Fassett.  How  many  are  there  of  that  committee? 

Mr.  WiMBEKLY.  There  have  been  about  a  dozen  here. 

Mr.  Brooks.  I  think  you  misunderstand.  He  wanted  to  know 
how  it  has  been  submitted.  It  has  been  approved  in  state,  eounty> 
tad  national  conv^tions  and  indorsed  without  any  objection  time 
and  again* 

Mr.  Fassett.  Not  this  bill  ? 

Mr.  Brooks.  The  postal  savings  bank  as  a  principle, 
Mr.. Fassett.  The  postal  savings  bank  as  a  proposition? 
Mr.  Brooks.  Yes,  sir. 

Mr,  Fassett.  That  has  been  approved  in  your  various  lodges 

or  

Mr.  WiMBBRLY.  Locals. 

Mr.  Gakdkeb.  Was  there  ever  any  discussion  at  any  of  these  meet- 
ings on  this  feature  of  keeping  the  money  at  home  ? 

Mr.  WiMBEREY.  That  was  our  object.    The  locals  expected  thdfcr 

leojislative  committee  to  come  here  at  their  expense — they  maintain 
us — and  set  tlie  very  best  we  couhl  for  them.  That  is  what  we  have 
been  workins;  for;  that  duty  I  am  tryino;  to  discharge. 

Mr.  Gardner.  Has  that  feature  of  it  ever  been  discussed  at  all  in 
the  Farmers'  Union? 

Mr.  WiMBERLY.  Tn  the  locals  ? 

Mr.  Gardner.  Anywhere. 

Mr.  WiMBERLY.  Yes  J  sir;  Mr.  Brooks  just  stated  to  you  that  our 

people  have  passed  upon  it. 

Mr.  Gardner.  That  is,  the  general  proposition  of  a  postal  savings- 
bank  bill? 

Mr.  WiMBERLY.  We  understand  what  our  people  want,  and  we  are 
pullinjij  for  it.    Mr.  Weeks,  you  understand  that,  do  you  not? 

The  Chaibman.  That  is  what  I  want  to  be  sure  of. 

Mr.  WiMBERLY.  I  am  sure  we  understand  what  our  people  WMit, 
and  we  are  here  pullinjG:  for  it. 

^ir.  Fassett.  Judge  Gardner  was  trying  to  find  out  if  it  was  dis- 
cussed in  any  of  its  several  bearings  ? 

The  Chairman.  You  understand,  you  and  Mr.  Brooks  have  stated 
that  your  people  are  in  favor  of  postal  savin fjs  banks.  What  Mr. 
Gardner  wanted  to  find  out  was  whether  you  ever  discussed  at  your 
meetings  the  questions  of  leaving  the  money  deposited  at  local  banks, 
or  what  disposition  should  be  made  of  the  money. 

Mr.  WniBEBLT.  I  doubt  if  the  memb^  of  our  uaion  uBdeTStond 
that. 

The  Chairman.  That  is  an  answer  to  that  question. 

Mr.  WiMBERLY.  I  doubt  if  they  imderstand  that,  but  they  will 
understand  it.    We  will  make  them  know  it. 

There  is  one  idea  I  wanted  to  urge  upon  the  committee.  The  cry 
is  now,  ''Back  to  the  farm;  make  more  provisions  and  more  clothing 
for  the  people  in  the  cities."  The  Government  has  been  pretty 
liberal  with  us.  It  has  raised  appropriations  for  agriculture  to  twelve 
millions,  and  iiow  you  have  increased  that  this  session,  or  will,  we 
doubt  not.    But,  gentlemen,  if  you  want  people  to  get  back  the 
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imwa  and  be  contented,  they  must  have  some  of  the  privileges  and 
enjoynient  of  life  that  the  people  in  the  cities  have,  and  we  are  reach- 
ing out  to  get  those  things.  We  want  to  be  in  ctrntact  'with  all  the 
world;  every  man  in  the  world  our  neighbor.    Draw  this  c<mtrast^ 

Commerce,  manufactures,  and  agriculture.  The  army  and  navy  are 
to  sustain  the  first  two.  Appropriations  for  army  and  navy  about 
$400,000,000;  appropriation  for  agriculture,  $12,000,000.  W^e  want, 
in  order  to  build  up  our  country,  good  roads  and  telephones,  and 
•  rural  dehvery,  and  parcels  post  for  rural  dehvery,  and  postal  savmgs 
baiiks,  and  so  on;  all  those  good  things,  and  give  thorn  to  us  just  as 
fast  as  you  can,  and  we  will  thank  you.   I  am  mu<^  obliged  to  you. 

(Thereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  March  17,  1910,  at  10.30  o'clock  a.  m.) 


CfmUVFSKiR  ON  TM  PoST-OfFICE  AND  POST-KOADS, 

HoiUSE  OF  Representatives, 

Thmday,  Mairdi,  11, 1910, 

The  conmiittee  was  called  to  order  at  10.35  a.  m.,  Hon.  John  W. 
Weeks  (chairman)  presiding. 

STATEMENT  OF  ME.  ALLEN  W.  JOHNSTON,  OF  SCHENECTADY, 

N.  y. 

The  Chairman.  Mr.  Johnston,  whom  or  what  ilo  you  represent  % 

Mr.  JoHNSTO^i.  I  am  here  as  the  treasurer  of  the  Schenectady 
Savings  Bank,  and  also  chairman  of  the  law  conuuittee  of  the  savings- 
bank  section  of  the  American  Bankers'  Association,  although  I  would 
say,  in  the  latter  connection,  that  I  am  not  delegated  by  our  com- 
mittee, hut  sim])ly  come  here  at  the  request  of  Mr.  Teter. 

Mr.  Chairman, 'we  have  been  impressed  with  the  idea,  as  I  have 
talked  with  my  associates,  that  this  committee  of  inquiry  realizes 
the  importance  and  gravity  of  bringing  into  connection  with  the 
United  States  Government  such  a  new  and  unusual  feature  as  the 
entering  by  the  Government  into  a  business  that  is  asi  widespread, 
has  so  much  back  of  it  to  show  its  utility,  its  help,  uid  its  accommodar 
tions  to  the  people  of  the  country,  and  its  ^ectiveness  in  what  it  was 
organized  for,  as  the  banking  business.  And  as  our  Govemmen^i 
is  undoubtedly  issuing  and  providing  the  best  means  and  the  best 
facilities  for  its  people  in  every  respect,  we  feel  the  importance  of 
showing,  so  far  as  we  are  able,  the  disadvantages  to  the  people  of  a 
law  such  as  would  be  brought  into  effect  by  the  passage  of  thji^ 
present  postal  savings-bank  bill. 

There  nave  been  many  points  which  have  been  brought  up  by  those 
who  have  preceded  me,  and  it  will  be  my  effort  to  avoid  those  that 
have  been  fully  explained,  yet  there  are  a  few  of  the  points  in  c(Hin«o- 
tion  with  those  that  perhaps  this  committee  might  like  to  have  more 
fully  explained,  as  I  have  listened  to  the  hearings.  As  treasurer  of 
the  Schenectady  Savings  Bank,  I  can  give  you  some  inforniation  that 
J  believe  will  be  of  help  to  you  in  your  consideration  of  this  measure. 

Schenectady  is  a  city  of  about  75,000  inhabitants.  Its  population 
before  the  General  Electric  Company  came  into  the  city  was  abou^ 
^8,600,  and  within  about  eighteen  years  it  has  grown  to  be  a  city  fA 
75,000.   You  can  readily  understand  that  a  large  part  of  its  popular 


86 


POSTAL  SAVINGS  BANK. 


iaxm  are  operatives  and  people  who  would  naturaUy  put  a  part  <^ 
their  earnings  in  a  saviiigs  bank.  The  Schenectady  Savings  Bank  is 
tbft  only  sayings  bank  in  the  city.  We  have  about  24,000  accounts. 
Of  that  number  14,000,  in  round  numbers,  are  under  $100  in  total 
balance  amount.  About  18,000  of  the  24,000  are  in  the  neighbor- 
hood of  $125;  that  is,  between  $100  and  $125  would  comprise  18,000 
of  the  entire  number  of  accounts.  To  make  it  a  little  plainer,  18,000 
are  less  than  $125,  or  about  that.  The  latter  is  something  of  an 
estimate,  while  the  first  is  an  Actual  count.  So  that  the  avwage 
deposit  is  about  $265,  as  we  have  $6,300,000  in  amount  of  deposits. 
If  at  any  time  there  should  be  such  a  situation  as  comes  sometimes 
to  banks  in  industrial  communities  in  the  way  of  bank  runs,  or  for 
any  similar  reason,  providing  a  postal  savings  bank  was  established 
in  our  town,  there  would  be  the  possibility  of  those  13,000  or  14,000 
accounts  being  drawn  out  and  deposited  at  once  in  the  postal  savings 
bank  under  the  provisions  of  this  bill.  While  we  do  not  look  forward 
to  or  anticipate  such  a  condition  as  that  it  is  a  pc^ibility  which  ia, 
we  consider,  enhanced  by  this  bill. 

The  Chaibman.  What  rate  of  interest  do  you  pay  ? 
.Mr.  Johnston.  Three  and  one-half  per  cent. 

The  Chairman.  Have  you  always  maintaint^d  that  rate  ? 

Mr.  Johnston.  We  have  never  paid  4  per  cent  excepting  on 
particular  amounts. 

The  Chairman.  Is  that  the  prevailing  rate  in  New  York  State? 

Mr.  Johnston.  It  is  in  our  neighborhood — our  own  vicinity. 

The  Chaibman.  What  is  the  prevuling  rate  ? 

Mr.  Johnston.  In  New  York  City  the  rates  are  practically  all, 
with  the  exception  of  two  or  three  large  concerns,  4  per  cent.  In 
Albany  they  are  4  per  cent.  In  Troy,  Utica,  Schenectady,  and 
Amsterdam,  wliich  is  in  our  immediate  vicinity,  they  are  3^  per  cent; 
and  farther  west,  in  the  western  part  of  the  State,  they  average 
3i  per  cent. 

The  Chaibman.  These  banks  are  mutual,  as  th^  are  in  New 
England? 

Mr.  Johnston.  All  savings  banks  in  New  York  State  are  mutual 
savings  banks. 

"  I  have  taken  some  pains  to  inquire  among  such  farmers  as  I  have 
met  and  had  an  opportunity  to  talk  with,  how  they  consider  this 
bill,  and  I  have  found,  as  a  rule,  that  very  little  attention  has  been 
given  to  it  in  our  vicinity,  so  that  they  were  not  able  to  speak  of  it 
intelligently.  I  have  asked  one  or  two  of  them  if  they  would  deposit 
in  a  postal  savings  bank  themselves — several  of  them — and  they 
have  said  no,  that  they  would  not  deposit  themselves.  I  asked  one 
man  to  give  some  reasons  why  he  thought  it  might  be  a  good  thing 
to  have  a  postal  savings  bank.  "Well,"  he  said,  "I  don't  know; 
but  suppose  a  man  was  inclined  to  get  intoxicated — perhaps  was  a 
little  that  way — and  he  should  be  in  town  and  find  that  he  had,  after 
banking  hours,  a  little  money  in  his  pocket  that  he  might  waste,  or 
that  would  ^o  into  the  saloons,  that  he  would  have  an  opportunity 
to  put  that  in  a  savings  bank. "  That  is  the  most  reasonable  propo- 
sition that  I  have  heanl  there,  in  their  view,  in  support  of  the  postal 
savings  bank.  I  have  not  received  intelligent  ideas  as  to  the  advan- 
tages from  the  people  that  I  have  talked  with. 

The  Chaibman.  How  many  people  do  you  suppose  you  have  talked 
with  ? 
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Mr.  Johnston.  Well,  I  should  think  possibly  100. 
The  Chairman.  Your  own  depoaltors  t 

Mr.  Johnston.  Quite  a  few  of  them;  a  few  are  depositors,  or  people 
I  have  met.    I  kept  account  of  50  of  them,  and  of  those  I  do  not 

think  that  more  then  20  were  depositors. 

Mr.  Murdoch.  Do  you  offer  any  particular  inducement  for  a  man 
to  become  a  depositor  in  your  bank? 

Mr.  Johnston.  In  the  way  of  advertising  and  inducements — we 
are  not  allowed  in  New  York  State  to  state  what  we  will  pay.  We 
can  state  what  we  have  paid,  but  we  are  not  allowed  in  New  York 
State  to  say  what  we  will  pay,  for  the  reason  that  we  must  declare 
our  percentage  to  depositors,  or  our  dividends,  after  we  have  earned 
them  and  not  before;  so  that  we  say  what  we  have  paid,  3^  per  cent. 
Then  the  inducements  are  such  as  are  usually  given  in  the  way  of 
advertising  for  savings  bank  deposits;  the  advantages  of  having 
money  for  their  children,  for  the  buying  of  homes  and  such  as  are 
usually  given. 

}Sx.  IwJBDOCK.  Have  you  ever  furnished  small  metallic  receptacles 
in  which  small  savings  could  be  accumulated  and  i^terwards  be 

deposited  ? 

Mr.  Johnston.  We  have  not. 

Mr.  MuRDOCK.  Have  you  employed  any  means  of  that  kind? 
Mr.  Johnston.  We  have  not. 

Mr.  MuRDOCK.  Has  it  been  your  experience,  in  the  savings  bank 
business,  that  after  a  man  has  become  a  depositor  that  he  is  apt  to 
remain  a  depositor;  in  other  words,  that  he  has  acquired  a  habit  of 

depositing  his  money  ?  •        rt  • 

Mr.  Johnston.  Yes;  it  is  very  largely  an  educational  affair. 
•  Mr.  MuRDOCK.  Then,  you  do  make  an  effort  to  have  people  get  in 

the  habit  of  depositing  ? 
Mr.  Johnston.  We  do  so. 

Mr.  MuRDOCK.  And  you  do  that  wholly  through  advertising  ? 
Mr.  Johnston.  Principally;  yes. 

Mr.  MuBDOCK.  Don't  you  believe  if  we  had  postal  savings  banks, 
that  with  the  added  sense  of  security  in  the  mmds  of  a  great  many 
citizens,  that  we,  as  a  government,  would  develop  quite  a  large  ele- 
ment of  depositors  among  people  who  are  not  now  depositing  and 

whom  you  do  not  reach? 

Mr.  Johnston.  Very  likely.  But  in  that  connection  I  am  unable  to 
see  how  you  can  represent  the  superior  security  of  the  Government 
without  discriminating  against  the  banks  themselves;  and  the  fact 
that  our  Government  formed  from  the  integral  parts  of  our  coun- 
try, from  each  state  organization,  and  from  its  people  in  industrial 
pursuits — ^you  can  not  endanger  the  banking  interests  without  endan- 
gering the  Government  of  the  United  States,  which  is  founded  upon 
and  which  is  composed  of  it.  There  has  been  no  interest  in  the  coun- 
try since  its  organization  that  has  done  more  for  the  upbuilding  of 
the  communities,  for  schools,  and  all  purposes  which  enterprise  in 
the  hands  of  the  people  can  reach  than  the  banking  and  moneyed 
mterests,  which  are  in  one  sense  the  sinews  of  the  country. 

Mr.  MuBDOOK.  The  claim  is  frequently  made  by  the  adherents  of 
the  postal  savings-bank  plan  that  the  Government  would  develop 
in  society,  among  the  small  wage-earners,  a  depositing  class  who 
would  be  actuated  in  making  original  deposits  in  the  postal  savings 


banks  largely  by  a  feeling  of  greater  security  in  the  Government 
than  in  tlieir  bank:  and  a  feeling  tliat  after  the  habit  had  been 
jnstilled  in  that  character  of  person,  of  depositing,  that  after  he 
hafi  «jcumulated,  say,  $100  or  $150  and  had  become  a  habitual 
depositor  that  he  would  see  the  b^efits  of  g:oing  into  a  local  bank, 
fot  a  government  institution,  which  would  give  him  higher  rates  of 
mterest  than  the  Government,  and  availing  himself  of  that.  Do 
you  believe  that  any  such  development  as  that  would  follow  the 
establisliment  of  postal  savinga  banks  ? 

Mr.  Johnston.  Such  a  development,  in  my  opinion,  would  follow 
to  a  certain  extent,  but  along  with  it  would  be  the  teachings  of 
the  United  States  Goyemment  that  the  bfuoks  would  be  insecui^, 
which,  when  the  deposit  was  a  laJge  amount,  would  weigh  quite 
Iweavilv  upon  the  depositor,  from  the  fact  that  he  had  been  taught 
that  the  banks  were  comparatively  insecure,  and  he  would  hesitate 
after  that  about  putting  a  large  amount  in  th(^  bank,  for  he  wouii 
have  been  educated  to  consider  them  practically  unsafe. 

Mr.  Doi-Ds.  Will  you  please  state  whether  tfiere  we  anv  savings 
banks  in  the  State  of  New  York  outside  of  the  mutual  banks  ? 

Mr.  Johnston.  None;  no,  sir.  Allow  me  to  say  that  technically 
savmg;s  banks"  is  the  term  that  we  use  in  the  State,  but  there 
are  savings  departments  in  national  banks  and  also  in  the  state 
banks  and  the  trust  companies  wliere  they  take  savings,  and  they 
are  all  called,  in  our  State,  savings  banl>s,  "but  they  are  not  allowed 
to  be  callcfl  so  by  tlio  state  law. 

Mr.  DoDDS.  What  are  the  distinguishing  characteostics  of  your 
mutual  savings  banks  in  New  YorkI 

Mr.  Johnston.  They  can  not  do  any  other  business. 

Mr.  DoDDS.  As  compared  with  commercial  banks  ? 

Mr.  Johnston.  They  can  not  do  any  commercial  business  by  law. 
They  are  subject  to  state  examination,  and  they  can  not  pay  rnore 
than  5  per  cent  interest.  They  can  not  allow  what  is  called  a  "check 
account,"  and  the  depositor's  pass  book  must  accompany  every 
deposit.  Those  are  the  distinguishing  features  of  the  savings  banks, 
with  the  exception,  perhaps,^  that  the  trustees  of  those  banks  can  not 
receive  any  salary.  There  is  no  stock,  and  they  are  under  peculiar 
U,wa  as  regards  their  investments,  which  are  very  strict.  They  must 
invest  in  a  certain  class  of  first-mortgage  bomk  prescribed  by  law. 
They  can  invest  in  real  estate  to  60  per  cent  of  the  valuation  of  the 
real  estate  where  it  is  called  improved  real  estate.  In  unimproved 
real  estate  they  can  only  invest  to  40  per  cent. 

The  Chairman.  You  do  not  mean  the  purchase  of  the  real  estate, 
but  3^ou  mean  to  loan  on  real  estate? 

:  Mx.  Johnston.  Yes,  I  should  say  ''loan,"  moie  pFOperly.  We  call 
ifr  investment  in  New  York  State,  md  a  loan  where  it  applies  to 
mortgages. 

.  Mr.  DoDDS.  Those  same  conditions  are  imposed  upon  the  savings 
departments  of  the  coromercial  banks,  are  they? 

Mr.  Johnston.  No,  sir;  they  are  not.  Really,  in  New  York  State 
it  was  not  intended  evidently  from  the  law  that  either  trust  companies 
or  iijitional  banks  should  take  savings  deposits,  but,  as  the  law  is  not 
explicit,  those  banking  institutions  have  taken  advan^ge  of  it,  md 
«pe  taking  savings  deposits,  practieaUy  all  of  them. 
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vThe  CHAmMAN.  What  is  the  limit  of  deposit  in  New  Yock  savings 
hanks  ^ 

Mr.  JoHKSTON.  Three  thousand  dollars. 

The  CBAiBifAN.  Does  that  include  accumulations  of  interest  ? 

Mr.  Johnston.  It  includes  accumulations  of  interest;  that  is,  inter- 
est may  run  over  that,  but  it  is  the  unwritten  law,  you  might  say, 
that  they  shall  not  pay  interest  on  any  amount  over  $3,000.  but  the 
interest  can  accumulate  over  that,  but  no  interest  paid  on  it.  That 
is  the  understanding  by  the  ruling  by  the  state  department. 

The  Chairman.  That  is,  if  the  accumulations  had  amounted  to 
$3,500,  you  would  only  pay  interest  on  $3,000  * 

Mr.  Johnston.  Yes,  or. 

The  Chairman.  How  much  reserve  are  New  York  savii^  banks 
required  to  keep  ? 

Mr.  Johnston.  The  New  York  state  savings  banks  are  permitted 
to  hold  10  per  cent  in  what  is  called  "available  funds."  That  may 
be  either  in  cash  in  the  bank  or  in  deposits  in  trust  companies,  or 
with  other  banking  institutions  in  the  S^te.  Our  savings  bank  has 
within  the  past  six  years — about  six  years — ^loaned  $2,000,000  to 
t^ie  people  of  Schenectady,  mostly  for  home  building,  and  largely 
amon^  our  own  customers.  Our  investments  are,  of  course,  in  the 
securities  prescribed  by  law,  in  town,  county,  and  municipal  bonds 
of  various  descriptions.  We  find  that  it  is' needful  for  us  to  keep 
this — we  need  this  10  per  cent,  or  a  good  portion  of  it — on  h;ind  to 
to  feel  secure  against  any  calls  that  we  might  have  in  a  city  that  was 
so  largely  industrial. 

The  Chairman.  You  have  the  privily  of  reluai^;  to  pay  deposits, 
I  suppose,  under  the  law  I 
Mr.  Johnston.  Yes,  sir. 
The  Chairman.  For  a  stipulated  time  I 

Mr.  Johnston.  We  have  what  we  caJU  a  time  limit;  we  can  call 
upon  them  to  wait. 

The  Chairman.  Have  you  ever  taken  advantage  of  that  ? 

Mr.  Johnston.  We  never  liave;  no,  sir;  except  unless  you  con- 
strue during  the  currency  scarceness  of  a  couple  of  years  ago  we  were 
obliged  to  give  the  people  in  some  cases  €i  laige  amounts  part  in 
check,  which  they  readily  obtained  the  money  on  at  other  places. 

The  Chairman.  Is  there  a  considerate  farm  population  in  Schen- 
ectady ? 

Mr.  Johnston.  Yes,  sir;  I  should  say  at  least  25  or  30  per  cent. 
The  CiiAiKAiAN,  To  what  extent  does  that  population  deposit  in 
your  bank? 

Mr.  Johnston.  Quite  largely.  I  don't  know  that  I  can  give  you 
the  percentage,  but  very  la^;ely  our  depositors  to  quite  an  extent — 
well,  I  might  guess  at  35  per  cent. 

The  Chairman.  Do  they  deposit  to  the  same  extmt  that  native- 
bom  citizens  do  ? 

Mr.  Johnston.  Fully  as  large;  yes,  sir. 

Mr.  Cox.  What  would  be  your  judgment  as  to  w  liether  or  not  the 

Eeople  would  come  and  deposit,  to  a  great  extent,  in  postal-saving 
anks  ?    Have  you  any  judgment  upon  that  proposition ll 
Mr.  Johnston.  I  believe  there  would  be  some,  who  would  see  a 
BDtiee  possiUy  in  the  fiOBt-office,  and  who  would  deposit  there  withovl 
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looking  any  further.  I  presume  that  there  are  some  foreigners  who 
have  TOen  m  the  habit  of  going  to  the  post-office  more  than  they  have 
to  any  other  place,  and  who  would  go  tihere  and  put  their  mone^  in 
where  they  expected  to  leave  it  only  for  a  comparatirely  short  tune, 
and  in  case  of  agitation  among  the  foreign  element  I  have  no  doubt 
whalevor  but  what  they  would  deposit  there  to  a  large  extent  in 
preference  to  a  bank. 

Tlio  Chairman.  To  what  extent  (1<^  you  think  the  immigrant  who 
is  comino;  here  now  has  been  a  depositor  in  the  postal  savings  banks 
in  the  country  from  which  he  emigrates  ^  Have  you  any  information 
on  that  subject  ?  Just  let  me  explun  a  little  furtlier.  It  is  fre- 
quently stated  that  these  people  have  been  in  the  habit  of  depositing 
their  money  in  postal  savings  banks  at  home,  government  bankB, 
and  that  they  would  continue  that  habit  here,  when  perhaps  they 
would  not  deposit  in  a  commercial  or  even  a  mutual  savings  bank. 
Have  you  any  information  upon.tliat  subject? 

Mr.  Johnston.  I  have  this  information,  which  I  learn  from 
readings  that  all  banks  in  monarchical  forms  of  government  are,  to 
all  practical  purposes,  government  banks;  that  the  people  are  about 
evenly  divided  there  as  to  deposits  in  one  or  the  other — thejpostal 
bank  or  the  other.  That  is  especially  so,  I  believe,  in  the  British 
Em})ire — the  Britisli  Islands. 

Mr.  Cox.  We  have  heard  tliis  statement,  and  I  will  ask  yoti  as  to 
how  it  would  apply  to  depositor^  in  your  bank.  Supposing  that  the 
postal  savings-bank  system  was  established  by  the  Government  of 
the  United  States.  Then  supposing  that  the  people  take  to  the 
postal  savings  banks  as  a  depository,  as  you  say  they  have  taken  to 
your  hBnk  as  a  depository.  What  effect,  in  your  judgment,  would 
that  have  upon  the  banking  interests  of  the  country  ?  * 

Mr.  Johnston.  The  immediate  etTect  would  be  that  the  tmstees 
of  our  bank,  in  my  judgment,  would  begin  to  consider  the  payments 
which  might  be  made  upon  S2, 500, 000,  in  round  figures,  of  mortgages, 
which  are  held  largely  by  our  depositors  and  in  our  vicinity — mostly 
in  our  State.  They  would  then  also  begin  considering  the  best 
proportion  from  time  to  time  which  they  could  bnii^  about  in  regard 
to  realizing  on  all  of  their  securities. 

Mr.  Cox.  Now,  you  hav$  stated  the  probable  effect  upon  that  line 
of  banks.  Could  you,  or  would  you,  venture  any  opinion  as  to  what 
probable  effect  it  may  have  upon  other  national  banks? 

Mr.  Johnston.  The  effect  would  be  apt  to  reach  out  of  the  savings 
department  into  the  commercial  business  of  the  bank,  because,  as  a 
rule,  savings  banks  are  considered  especially  adapted  for  small  sav- 
ings and  give  a  full  measure  of  security  for  a  lower  rate  of  interest 
than  that  given  by  the  conunerelal  bulks,  which  take  more  mk3  at  a 
larger  rate  of  interest. 

Mr.  Cox.  Now,  you  have  stated  very  plainly  what,  in  your  judg- 
ment, the  effect  would  be  on  your  business  and  upon  the  banks  gen- 
erally. What,  in  your  judgment,  would  be  the  ultimate  effect  upon 
the  t3anking  interests  oi  this  country  in  the  event  that  the  Govern- 
ment of  the  United  States  engages  or  enters  upon  a  full-fledged  postal 
savings-bank  system  ? 

Mr.  Johnston.  I  ^  believe  ihst  the  Government  would  find  itself 
directly  in  antagoni&m  to  the  States^  the  individual  States,  of  the 
United  States.   That  would  be  the  most  serious  condition.  The 
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banking  business,  of  courBe,  would  run  down  to  a  certain  extenti 
but  the  relatiolu  of  the  Gomnment  to  the  States  would  be  veiy  much 
strained. 

Mr.  Cox.  Now,  pursuing  that  line  of  thought  a  httle  further,  if  I 
can  make  myself  plain,  and  without  arraigning  any  section  against 
another  section  in  this  country,  suppose  that  a  postal  savings-bank 
system  is  established  along  the  lines  proposed  in  the  pending  bill, 
with  the  funds  to  be  invested  in  government  securities,  and  with  the 
right,  as  given  in  the  bill,  to  the  depositors  to  deposit  $100  a  mcml^ 
or  an  average  of  $500  per  year.  What  ^ect  would  you  say  such  a 
system  as  that  would  have  upon  the  banks,  particulany  in  tbe  West, 
in  the  event  that  a  full-fledged  system  of  postal  savings  banks  should 
be  put  in  operation  to  take  deposits  at  the  rate  of  $100  per  month 
ana  an  average  of  S500  per  year,  and  with  those  funds  being  invested 
in  government  securities.  What  effect,  in  your  judgment,  would 
that  have  upon  the  currency  in  the  West  in  driving  it  from  the  banks  2 

Mr.  Johnston.  Do  you  mean  as  provided  under  the  specifications 
of  this  billy  whereby  the  money  would  be  turned  from  the  postal 
savings  banks  into  the  banks  ? 

Mr.  Cox.  Yes;  and  then  reinvested  in  government  securities. 

Mr.  Johnston.  It  would  tie  up,  to  a  certain  extent,  the  means  of 
private  enterprise. 

Mr.  Cox.  Now,  why? 

Mr.  MumDOCK.  How  would  that  work  out  ? 

Mr.  Johnston.  The  money  which  the  banks  would  get  from  the 
Government,  in  my  opinion,  would  be  of  such  an  uncertain  duraticm 
that  the  bank  could  not  take  it  in  only  small  amounts  to  great  advan- 
tage, considering  their  percentage  is  so  high  in  the  West;  or  else,  if 
they  took  it  in  large  amounts,  they  would  be  obliged  to  send  it  to 
New  York  or  Chicago,  or  some  great  commercial  center,  in  onier  to 
realize  immediately  the  interest  that  the  Government  would  ask  for  the 
use  of  their  money.  They  would  have  to  put  it  to  a  great  extent,  in 
my  opinion,  on  what  is  known  as  call  money — ^in  that  shape.  And 
therefore  they  could  not,  to  great  advantage,  invest  it  in  bonds,  for 
the  reason  that  they  might  at  any  time  have  a  call  from  the  Govern- 
ment for  that  money  under  the  provisions  of  this  bill.  They  coidd 
invest  a  portion  of  it  in  bonds  if  it  went  into  their  general  assets.  If 
they  put  it  with  other  money,  if  it  is  to  be  kept  separate  and  consid- 
ered as  one  part,  they  would  have  to  be  very  careful  about  the  time 
limit  of  its  investment. 

Mr.  MuRDOCK.  Because  it  is  subject  to  call. 

Mr.  Cox.  Now,  you  struck  a  moment  ago,  in  my  humble  opinion,  a 
very  vital  spot,  when  you  sud  that  money  in  any  community  was  the 
very  life  of  any  locality,  and  was  needed,  in  every  locality,  in  the  de- 
velopment of  the  country.  And  each  section  of  the  United  States,  il 
I  understand  anything  about  it,  needs  at  different  times  in  the  year 
an  extra  large  amount  of  currency  with  which  to  transact  its  business. 
For  instance,  the  South  in  certain  seasons  of  the  year  needs  a  lot  of 
money,  actual  currency,  to  handle  the  cotton  crop.  The  West  needs 
an  extraordinarv  amount  of  currency  in  certain  seasons  of  the  year 
to  handle  the  wheat  and  com.  Now,  what  would  be  your  jud^ent, 
if  you  have  any  judgment  upon  it,  in  the  event  that  a  postal  savings- 
bank  bill  is  enacted  into  law,  along  the  lines  suggested  here,  giving 
to  the  depositor  the  right  to  put  $100  in  the  bank  each  month,  and 


an  average  amount  of  $500  per  year-^what  effect  do  you  believe  tha4» 
would  have  upon  the  western  country  in  having  a  tendency  to  with- 
draw the  actual  currency  from  the  western  country,  and  thus  cripphng 
them -in  2:ettin(]j  actual  currency  in  times  of  stress  when  they  need  it? 

Mr.  Johnston.  It  would  make  them  more  dependent  upon  the 
flaonev  centers. 

Mr:  Cox.  Why? 

Mr.  Johnston.  Because  they  wouid  be  j»«8sed  for  money  and 
must  get  it  somewh^.  Abo  l  learn^  from  correspondence,  in  some 
of  the  far  western  States  and  the  Southern  States — especially  in  the 
far  West — that  the  savinojs-bank  proposition  there  is  not  so  great  as 
it  is  in  the  Middle  States.  The  reason  given  me  for  this  was  that 
people,  when  they  get  $100  usually  invest  it  at  once  in  land,  and  tliat 
$100  goes  into  the  usual  money  courses. 

Mr,  MuRDOCK.  It  is  true  that  under  the  present  banking  system 
of  the  United  States  the  sur^a  money  m  the  West  is  sent  East  to 
be  loaned  on  cidl,  is  it  not  9 

Mr.  JoBWSTON.  Not  from  the  far  West. 

Mr.  MuRDOCK.  What  do  you  mean  by  the  ''far  West?" 

Mr.  Johnston.  West  of  the  Mississippi. 

Mr.  Ftnley.  And  when  it  is  sent  it  is  loaned  lor  a  short  time 
durino;  the  year? 

Mr.  Johnston.  A  short  time  as  a  rule;  so  I  understand  it. 

Mr.  Fassett.  He  dom  not  mean  that  money  is  not  sent  to  New 
York  from  farther  west  than  that — ^it  is  not  sent  there  as  a  matter  of 

Eractice  for  deposit  for  the  purpose  of  drawing  interest,  but  from 
eyond  the  Mississippi  for  the  purpose  of  exchange. 
Mr.  MuRDOCK.  That  is  a  very  important  statement,  because  I  think 
the  belief  is  prevalent,  not  only  througout  the  South  and  West,  but 
in  Congress,  that  it  is  the  practice  of  western  and  southern  bankeis 
to  habitually  send  money  into  New  York  City  for  loan  on  call. 

Mr.  Johnston.  When  you  speak  of  the  South,  my  information  is 
not  so  full  there,  only  in  a^eneral  way^  and  that  is  that  I  understand 
that  the  South,  unless  it  is  very  recently,  have  more  use  for  money 
in  their  enterprises  than  they  are  able  readily  to  procure.  The 
rapid  growth  of  the  Soutli  at  this  time  is  calliniTj  for  a  s^reat  deal  of 
money.  Therefore  there  are  commercial  centers  South  as  well  as 
there  are  in  the  Eastern  and  Middle  Western  States,  and  that  money 
18  going:  more  and  more  to  those  centers,  as  I  understand  it.  And  it 
is  also  the  case  in  the  far  West,  that  the  money  which  at  one  time 
w^t  more  frequently  to  New  Yoi^  is  going  now  to  the  lax^  com- 
mercial  centers  of  the  Middle  West. 

Mr.  MuRDOCK.  On  tliat  point:  We  have  in  the  West  a  crop-moving 
period.  When  our  crops  beg^in  to  move  we  call  upon  tlie  East  for 
money.  In  the  old  days  it  was  my  understandinsj  tluit  when  we 
called  upon  the  East  for  money  to  move  our  crops  that  we  borrowed 
that  money  from  the  East.  The  opinion  is  prevalent  throughout 
i&e  West  at  this  time  that  in  this  day  and  age  of  the  world  when  we 
eall  upon  the  East  for  money  to  move  the  crops  we  call  upon,  our 
own  money  which  we  have  sent  Ekst  to  loan.  What  do  you  have 
to  say  upon  that  proposition  ?    Is  that  a  fallacy  or  a  fact  ? 

Mr.  Johnston.  I  don't  know  to  what  extent — I  could  not  give  you 
an  idea.  I  am  not  sufficiently  familiar  with  that  process  to  give  you 
any  accurate  idea  about  it.    But  I  feel,  in  my  mind,  from  my  reading. 
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and  such  information  as  I  have,  that  that  is  decreasing,  that  system, 
oontinually;  and  that  the  supply  comes  more  and  more  from  the 
large  mone^  centers,  horn  the  hscgBT  money  e^tecs,  of  those  imma^ 
diate  localities. 
Mr.  Fassbtt.  Those  are  reserve  cities. 

The  Chairman.  Mr.  Johnston  is  a  savings-bank  man,  and  is  not 
a  national  banker  in  a  large  city. 

Mr.  MuRDOCK.  However,  I  think  that  is  one  of  the  essential  ele- 
ments at  issue  in  this  postal  savings-bank  proposition,  the  movement 
of  money  across  the  coimtry  and  back  again,  and  I  was  trying  to 
locate  to  whom  this  money  belonged  in  the  first  place. 

The  Chaibmak.  I  wiU  put  in  the  record  just  exactly  what  does 
happen  in  such  cases.  As  I  understand  it,  countij  banks  must  keep 
their  reserves  in  reserve  or  central-reserve  cities  or  m  their  own  vaults. 
Those  reserves  which  are  deposited  in  reserve  cities,  to  a  largfe  extent 
at  least,  fifo  to  tlio  central  reserve  city.  There  are  three  central- 
reserve  cities,  so  that  ultimately  a  large  part  of  a  l)ank's  reserves 
land  in  New  York  or  Chicago  or  St.  Louis.  In  addition  to  that, 
the  country  banks,  when  they  have  surplus  money  which  they  can 
not  loan  to  good  advanta^  at  home,  or  which  may  be  required  in 
a  definite  time  or  in  emeigencies,  instead  of  loaning  it  to  their  own 
customers,  to  those  from  whom  they  could  not  get  it  if  it  were 
needed  \vithoiit  causiny:  distress  amonir  their  own  depositors,  send 
it  to  reserve  centers  and  have  it  loan<»d  for  them  by  tiieii*  leserve 
agent.  As  a  result  tliere  is  a  lai^je  amount  of  money  loaned  in  Xevv 
York,  Boston,  or  Chicago  for  country  bjinks,  on  demand.  So  that 
Mr.  Murdock's  question  can  be  answered  in  both  ways;  both  state- 
ments are  true.  Country  bankers  are  loaning  money  at  times  in 
tilie  r^rve  and  central-^resenre  cities;  on  Hie  other  hand,  if  they  have 
not  sufficient  resources,  they  borrow  of  their  reserve  correspondents. 
Every  lar^e  reserve-city  bank  is  loaning:  at  times  to  some  of  its  cor- 
respondent banks  to  enable  them  to  respond  to  tlieir  own  local  needs. 

Mr.  MuRDorK.  Right  in  that  connection,  would  not  this  happen 
in  regard  to  deposits  in  postal  savings  banks?  If  money  was  depos- 
ited in  a  postal  savings  bank  out  West  during  a  period  when  the  money 
was  not  needed  in  the  West,  and  when  there  was  a  surplus  of  money 
there — ^not  the  crop-moving  period — ^woold  not  money  ihen 
naturally  be  away ;  while,  on  the  contrary,  during  the  crop-moving 
period,  when  the  money  was  needed  in  the  West,  would  not  that 
money  deposited  in  a  postal  savings  bank  naturally  stay  there  ? 

The  Chairman.  Quite  likely  that  might  be  the  case. 

Mr.  Gardner.  Mr.  Chairman,  you  have  described  the  times  and 
conditions  when  the  money  goes  from  the  country  l)anks  to  the  cen- 
tral  reserve  city.  Is  not  this  it,  that  it  goes  not  entirely  to  the 
central  reserve  cities,  hut  to  the  places  where  that  security  can  be 
gotten  that  makes  its  return  at  ihe  date  wanted  an  Absolute  certainty  9 

The  Chaibman.  That  is  &e  experience  bankers,  without  any 
doubt. 

Mr.  Gardner.  That  is  the  reason  for  it. 

The  Chairman.  It  does  not  always  mean  that  the  security  is  any 
better  than  the  security  the  bank  would  be  able  to  ^et  at  home.  That 
is  not  always  the  reason  for  sending  it  away-  If  Mr.  Murdock  had 
ilOyOOO  which  he  did  not  want  to  use,  but  might  want  to  use  in  two 
months,  he  would  not  be  likely  to  put  it  in  a  local  bank  in  Wichita^  or 
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at  least  not  in  his  own  bank  for  fear  that  if  a  panic  followed,  it  would 
distress  his  friends  if  he  drew  it  out,  but  if  he  did  put  it  in  his  local 

bank  he  would  tell  

Mr.  MuBDOCK.  I  wish  I  had  the  $10,000. 

The  Chaibman  (continumg).  The  bank  that  he  was  going  to  want 
Uiat  money  within  sixty  days,  in  which  case  the  local  banker  would 
not  loan  the  money  in  Wicmta,  especially  if  he  thought  that  the 

times  would  be  troublous,  but  he  would  send  it  to  a  reserve  corre- 
spondent and  ask  him  to  loan  it,  or  he  would  take  the  2  per  cent 
interest,  whicli  his  reserve  agent  would  pay,  because  if  the  local  bank 
loaned  that  money  in  Wichita,  and  hard  times,  or  strained  times, 
should  come  on,  then  he  might  not  be  able  to  get  it  when  Mr.  Murdock 
called  for  it.  But  if  he  loaned  it  in  Chicago  or  New  York,  directly  or 
indirectly,  he  would  probably  be  able  to  get  the  money  when  wanted, 
and  he  would  not  be  obhged  to  embarrass  his  customers  or  friends  (n* 
neighbors  by  calling  their  loan. 

Mr.  Johnston.  I  may  state  further,  res;arding  my  knowledge  and 
experience  of  the  effect  of  postal  savings  banks,  that  as  chairman  of 
the  law  committee  of  the  savings  banks  section  of  the  American 
Banker's  Association  I  have  had  within  the  past  two  years  to  corres- 
pond with  banking  authorities  in  various  States  of  the  Union — 
practi<»lly  all  of  the  States  and  outlying  territories  of  the  Union — 
and  invariably  tfa^y  are  working  on  laws  for  the  safeguarding  and 
segregation  of  savings  deposits.  In  fact,  I  do  not  know  of  one  State 
where  there  is  a  banking  law  but  what  they  are  at  work  with  the  help 
and  advice  of  the  state  or  territorial  banking  authorities  to  perfect 
laws.  The  National  Association  of  State  Bank  Superintendents 
have  voted  at  their  conventions  unanimously  in  i  avor  of  the  segrega- 
tion and  saf^uarding  of  savings  deposits,  and  they  are  at  present, 
and  have  been  for  some  time  pastj  working  inteUigently  and  vigors 
ously  with  the  various  banking  authorites,  banking  associations, 
governors  of  the  States,  and  legislaturea,  to  bring  about  this  safe- 
guarding and  segregation.  Through  this  correspondence  I  have 
gotten  various  opinions  from  various  kinds  of  banking  institutions 
regarding  this  subject,  and  as  to  what  they  thought  was  proper 
in  the  investment  of  securities  for  the  purpose  of  safeguarding  and 
segregating.  They  are  thoroughly  alive  to  the  needs  of  perfect- 
ing the  banking  system,  and  they  find  it  hke  all  other  systems  of 
business,  that  if  it  grows  it  needs  constant  attention,  and  that  where 
such  attention  is  given  the  outcome  is  most  advantageous;  that  peo- 
ple are  ready  in  the  various  States  to  give  attention  to  the  subject, 
and  that  they  are  proud  of  their  banking  institutions,  reahzing  that 
they  are,  in  a  measure,  the  bulwark  of  our  country,  and  that  they 
wish  in  every  respect  to  make  them  first  class  as  a  safeguard  for 
deposits,  and  that  they  do  so  without  regard,  in  a  large  measure, 
to  any  poUtical  bias  of  anjr  kind. 

That  has  been  my  experience  in  my  connection  with  the  American 
Bankers'  Association,  and  my  experience  of  forty  years  as  a  banker 
in  various  departments  of  the  banking  business  and  two  years  as 
bank  examiner  in  the  State  of  New  York.  I  feel,  therefore,  that  the 
introduction  of  a  bill  in  the  House  of  Representatives  such  as  the 
bill  which  has  passed  the  Senate  is  one  of  great  moment,  for  the  reason 
that  it  l»ings  up  questions  that  are  being  advanced  by  the  banking 
i&tei«sts  of  the  countiy,  r^arding  a  discriminating  idea  of  the 
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Government,  which  has  been  made  a  Government  of  security,  a 
Government  to  be  relied  upon,  and  the  best  Government  on  earth, 
through  the  privileges  and  the  means  ot  private  investment  which 
has  been  heldHby  the  people  of  tiie  country.  And  it  is  of  such  a  serious 

nature  that  we  believe  such  an  intelligent  body  as  we  are  giving  our 
information  to  to-day  will  not  look  upon  the  fact  that  we  are  bankers 
in  such  a  way  as  to  deprive  us  of  our  patriotic  ideas  which  have  been 
bred  into  us  in  the  schools  of  this  country,  and  in  our  associations  of 
life,  in  which  the  banking  interest  has  probably  been  as  prominent 
in  its  effect  for  good  as  any  other  interest,  at  least,  in  the  country. 

ThieC^mMAN.  Now,  Mr.  Johnston,  what  have  you  to  sav  to 
this  proposition.  It  has  been  the  practice  of  the  Govranment  for  a 
great  many  years  to  manufacture  envelopes,  to  emboss  stamps  on 
these  envelopes,  and  to  print  a  return  card  on  the  envelope.  That 
practice  has  been  objected  to  by  envelope  makers  and  by  printers. 
The  objection  is  made  by  a  great  many  people  that  the  Government 
should  not  come  into  competition  with  private  capital  in  any  line  of 
business.  Do  you  think  that  that  same  argument  would  apply  in 
this  case;  that  bankers — ai^uming  that  they  are  considering  this 
entirely  from  selfish  motives — ^would  have  a  right  to  complain  if 
the  Government  went  into  the  postal  savings-bank  business  in 
competition  with  a  similar  business  which  they  are  conducting  ? 

J^lr.  Johnston.  It  seems  to  me,  Mr.  Chairman,  that  that  proposition 
and  the  connections,  are  not  analogous.  The  putting  of  stamps  on 
the  envelopes  is  a  little  additional  work  upon  the  envelope,  just  as 
the  putting  of  the  gum  on  the  envelope  is,  but  it  is  a  matter  that  I 
am  not  an  expert  upon,  and  do  not  wish  to  pass  any  particular  opinion 
upon  as  regards  the  rights  of  the  printers  in  this  matter.  But  I  do 
not  consider  them  in  any  way  analogous  to  the  proposition  of  the 
Government  entering  into  the  banking  business. 

Mr.  Cox.  I  do  not  think  that  the  Chairman's  question,  with  all  due 
deference  to  him,  would  make  it  appear  that  they  are  analogous,  but 
I  think  I  can  strike  an  analogy  between  the  two.  The  question  jjut 
to  you  is  this:  That  there  is  a  })rotest  all  over  the  country  against  the 
Government  going  into  the  envelope-making  business,  and  it  may 
have  some  m^t.  Then,  as  the  people  along  that  line  objected  to  the 
Government  going  into  the  envelope  business,  the  inquiry  tums^  upon 
this,  as  to  whether  or  not,  from  your  viewpoint,  you  should  have  a 
right  to  object  to  the  Government  going  into  the  banking  business  ? 

Mr.  Johnston.  As  I  say,  and  I  don't  see  that  I  can  give  any  better 
answer,  notwithstanding  the  fact  that  you  have  brought  it  up  in 
that  way;  and  perhaps  I  do  not  look  at  it  just  as  you  do,  and  perhaps 
the  way  I  look  at  it  is  not  the  way  it  should  be  looked  at.  But  I 
can  not  see  where  there  should  be  any  analogy  in  a  banking  business, 
which  is  a  deposit  business,  and  a  business  which  is  a  traiusit  business —  • 
just  the  opposite  end  of  it.  The  transportation  of  letters  under  the 
Government  must  be  secret,  and  the  letters  must  have  an  envelope. 
It  is  a  necessity  for  the  carriage  of  the  letters;  it  is  a  part. 

Mr.  Lloyd.  It  is  not  necessary  that  the  Government  should  furnish 
the  envelopes? 

Mr.  Johnston.  Not  neoessaiy,  but  that  is  a  matter  that  I  am  not 
familiar  with. 

Mr.  Lloyd.  And  the  greater  number  of  envelopes  are  not  furnished 
by  the  Govenunent. 
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Mr.  JoBNenoN.  Those  wit^  ^he  stftmp  are  i^urchased  from  the 
post-offices. 

Mr.  Lloyd.  Yes;  they  are  obliged  to  be;  you  can  not  get  them  from 
any  other  place. 

Mi\  Johnston.  That  is  a  matter,  as  I  say,  that  I  am  not  acquainted 
with,  and  I  don't  know  that  I  could  give  you  any  valuable  inJFornia- 
tion  upon  it. 

Mr.  Fassett.  I  think  the  question  is  this:  Do  you  think  that  it  is 
proper  for  the  Government  to  compete  in  any  business — the  making 
of  envelopes,  doing  a  banking  business,  the  insurance  business  

Mr.  MuRDOOK.  Or  forwarding  money  orders. 

Mr.  Johnston.  As  I  have  read  the  Constitution  of  the  United 
States,  T  am  satisfied,  in  my  mind,  tliat  the  writers  of  that  Constitu- 
tion never  contemplated  the  United  States  going  into  any  private 
enterpris(\  or  any  private  business,  in  competition  with  the  people  of 
the  land.  And  the  fact  that  they  did  so,  I  consider  was  wise — was 
done  wisely. 

Mr.  Smith.  Do  you  think  that  the  provision  in  the  bill  requiring 

the  banks,  upon  receiving  postal  deposits,  to  pay  a  rate  of  interest, 
say  21  per  cent,  will  affect  the  general  rate  of  interest  on  bonds? 
Will  country  banks  raise  their  rate  of  interest  because  they  have  to 
pay  2\  per  cent  for  these  deposits? 

Mr.  Johnston.  I  don't  know  that  I  could  give  an  opinion  upon 
that ;  I  don^t  think  I  can. 

Mr.  Smith.  My  correspondence  comes  largely  from  small  country 
banks,  that  is,  those  who  have  written  me,  and  who  do  not  pay  interest 
on  deposits.  Tliey  do  not  run  a  savings  bank  department,  but  they 
have  a  considerable  amount  of  neighborhood  money  in  a  town,  which 
they  do  not  pay  any  interest  upon.  Now,  they  are  not  getting  rich 
beyond  the  usual  run  of  things  for  the  responsibility  that  they  take. 
And  if  they  must  pay  2^  per  cent  for  this  same  money  which  they  fear 
would  be  withdrawn  from  their  banks  and  put  in  post-offices,  and 
eome  back  to  them  loaded  with  this  charge,  would  indicate  that  they 
Would  be  obliged  to  increase  the  local  rate  of  interest.  Do  you  thiuK 
that  is  true  ? 

Mr.  Johnston.  Why,  I  don't  know.  It  would  depend  largely  on 
the  locality  in  which  the  money  w^as  deposited,  in  my  opinion.  For 
instance,  if  it  was  w^here  it  was  difficult  to  get  money  to  large  centers, 
and  get  it  back  again,  the  banks  holding  that  money  might  be  induced 
to  let  it  out  a  little  more  reasonably  than  otherAyise. 

Mr.  Smith.  But  to  give  you  an  illustration.  I  had  a  very  intel- 
ligent letter  some  time  ago  from  a  country  baiter,  who  said  that  his 
deposits  ran  about  $100,000,  so  you  see  that  his  bank  was  a  small 
country  affair.  He  said  that  not  more  than  $10,000  of  that  was 
'  checked  against  regularly,  that  the  other  190,000  was  simply  farmers' 
money  that  the  farmer  did  not  use  for  cui  ient  expenses,  and  made  it 
out  of  the  sale  of  butter,  eggs,  and  products  of  the  farm.  Now,  he 
feared  ver}^  much  that  if  there  was  a  postal-bank  law,  that  these  farm- 
ers would  take  their  money  out  of  his  bank  and  put  it  in  the  post- 
ofl&ce,  because  they  would  think  that  the  Government  was  safer  thwi 
his  bank,  and  then  the  Government  would  turn  it  back  to  him  at  a 
rate  of  2|  per  cent  interest,  and  he  would  be  obliged  to  recoup  him- 
iself  by  charging  the  people  of  that  community  a  higher  rate  of  inter- 
est.   That  is  a  question  that  has  pressed  as  hard  upon  my  mind  for 
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ei^isiitieri^^iail  t^Q»t  any  pttic^  question  comiected  with  this  sub- 
ject.  I  am  not  i«leRmg  to  large  eity  wlmh  em  MMta^we  «f 

tt^mselyes.  *  , 

'  Mr.  Johnston.  It  seems  to  me  that  in  ^me  qegrqe  that  wovad  t>am 
place,  and  that  the  p^^ciple  involved  th^e  is  correct  to  a  ce^ai^ 

.  Smith.  I  notice  that  the  country  banks  are  very  much  {npr^ 
of  this  law  than  the  larger  city  banks  in  the  West. 
^iTMiQCiK.  Now,  gej/ting  back  to  lilie  pQsJ,al  savings-baiptk 
proposition  proper.  We  have  stpklaatics  in  this  committee  which 
phow  thajt  in  Austria,  in  the  postal  savings-bank  ii^tutions  of  ||mi^ 
country,  44  per  cent  of  the  depositors  are  children,  stud^iMiB,  afji 
about  14  percent  are  artisans;  that  about  4  per  cent  are  maria«4 
women  and  widowers.  Now,  in  your  experience  in  the  savings- 
bank  business,  could  you  give  us  any  parallel  figures  as  to  that 
classification?  W^t  pj-c^orljion  of  your  dep<)«itQr8  ftre  ehijyjUen 
jgid  si^if deitits  ? 

|(!r.  4(QiHNSTQN.  Our  proportion  would  van^,  for  this  rea^MWi,  tfi^ 
,^e  4o  not  t^e  amounts  of  less  than  $1.  m  the  loineiign  coiuitiies 
they  have,  in  connection  with  their  banks,  a  stamp  process  hj  whi^ 
they  take  small  amounts  under  a  dollar,  which  would  natu^a^y 
bring  into  their  banks  the  accounts  of  children  more  than  in  ,our 
bank.  I  don't  know  that  I  could  give  ypu  any  idea  of  the  pe^^ent- 
^e;  I  have  never  figured  it  out. 

Ikfy.  Ji^Ui^pOPK.  Is  it  as  much  as  10  per  cent,  for  the  children? 

tie.  Johnston.  I  should  say  so;  that  is,  as 
trustee,  or  in  t^eir  own  name — 8  or  10  per  qeiit. 

Mr-  ImJBpocK.  Don't  you  think  it  would  be  possible,  in  jtMt  . con- 
nection, if  we  estabUsh  postal  savings  bimks  m  ^tm  qount^y,  th|.t 
you  would  develop  a  far  greater  percentage  of  habitual  4ep€isit<Mg^ 
among  children  than  we  have  now,  afld  that  your  business  .^^uld 
.^pmonstrate  it  ? 

Mr.  Johnston.  I  don't  consider  that  our  business  would  run  par- 
allel and  increase  m  the  future  as  a  banking  business  if  there  was  > 
ijM^jfllvings  ^f^ik>  in  the  degree  in  wh^eh  it  ](m  J>e<ai»  |or  Vmo^ 
,^at  weii  with  a  monarchial  form  of  governnwint,  whB!t»  -tfee  myem- 
^nt  controls  the  banks,  ithfw  been  fonnd  tjhat,  *  rule,  n^a^t 
call  private  banks  have  decreased  as  ^^e  po^^l  payings-bank  proj^e- 
sition  has  advanced. 

Mr.  MuRDOCK.  Isn't  it  true,  particularly  in  Canada,  that  the  exis- 
tence of  the  postal  savings  bank  has  not  resulted  in  the  diminuti<m 
,pf  deposits  4n  tbe  chaptered  banks,  but  that,  on  the  contraiy,  in  Cao- 
ada  the  deposits  in  tbe  chartered  banks  have  %ll  the  time  increased? 
Would  not  the  same  thing  follow  in  this  .«pjitry  i  Isn't  it  a  f^t#at 
j|.^is  country  should  develop  a  large  element  of  p5Will,4epoait<i(lf8, 
those  deposits,  after  tiie  development  of  the  habit,  jwpuld  aft^^aj^j* 
jgo  into  your  bank  in  order  to  get  the  higher  rate  ^f  interest? 

Mr.  Johnston.  As  to  the  advantage  to  our  banks,  I  should  say  tha.t 
the  banks  would  rather  prefer  to  have  them  go  along  as  now  than  to  be 
brought  into  competition  with  postal  savings  k9-9k>9  f^t^M^^^.  wM^^ 
^as  derive^  from  the  f^tal  savings  hank^. 

Mr.  MuRDOCK.  ^ai^Wg  lifeat  jjreferencc  as  to  Jjie  prppess  of  gej 
J^k^  deposits,  won't  you  a^t  |^ 
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develo[)  in  this  country  a  liirije  iiumber  of  depositors  among  people 
wlio  do  not  now  deposit  at  all?  '  .  , 

Mr.  Johnston.  The  devolopineiit  which  is  going  on  in  that  dii'ec- 
tion  wouhl  go  on  fully  as  freely,  in  niy  opinion,  if  the  GoYerBment 
would  leave  the  banks  to  continue  their  business  as  they  are  con- 
tinuing it  now,  for  the  reason  that  the  educational  process  which 
would  be  brought  about,  in  the  first  placf^,  would  be  largely  among 
foreigners  and  people  largely  who  expected  to  stay  only  a  short  time 
in  this  country,  and  that  would  gradually  grow  and  have  accelera- 
tion as  the  rate  of  interest  wovdcl  rise  in  the  government  banks,  or 
post-oflice  banks,  as  it  has  risen  in  other  countries.  I  believe  that 
•with  only  one  or  two  exceptions  there  has  never  been  a  decrease,  but 
always  an  increase,  in  the  rates  of  interest.  As  the  government 
found  emergencies  for  the  use  of  funds,  they  have  increased  the  rates 
in  the  posted  savings  banks  so  as  to  get  hold  of  those  funds. 
J  Mr.  MtmDOCK.  My  understanding  of  that  matter,  which  is  very 
largely  froni  the  testimony  of  Postmaster-General  Meyer,  when  he 
was  Postmaster-General,  is  that  that  was  not  true  as  you  have 
stated  it;  that  the  rate  of  interest  in  postal  savings  banks  has  not 
invariably  increased,  but  in  many  cases  had  decreased,  and  I  think 
he  stated,  notably,  Italy. 

The  Chaibman.  The  statistics  would  show  that;  we  have  those. 
-  Mr.  Johnston.  That  would  be  shown;  and  I  know  of  but  one 
instance,  and  that  is  in  the  case  of  Canada. 

Mr.  MuRDOCK.  Is  not  the  matter  of  savings,  as  such,  largely  a 
matter  of  education  ? 

Mr.  Johnston.  I  believe  it  is. 

Mr.  MuRDOCK-  Isn't  that  the  explanation,  in  large  part,  why  New 
York  and  New  England  to-day  hkve  so  large  a  proportion  of  the 
savings  of  the  country  ? 

Mr.  Johnston.  I  beheve  it  is. 

Mr.  MuBDOOK.  Isn't  it  a  fact  that  we  haven't  developed  that  in  the 
West  largely  because  we  have  not  attempted  to  educate  our  people 
in  the  savings  line  ?  ' 

Mr.  Johnston.  That  would  be  one  reason.  Another  reason  would 
be  that  they  have  not  segregated  and  safeguarded  their  savings 
deposits  as  they  have  in  the  East.  Another  reason  would  be  that 
they  have  inamediate  use  for  money  there  which  is  not  so  immediate 
in  the  East,  in  the  development  of  the  country. 
•  Mr.  MuBDOCK.  You  may  have  covered  this  point  before,  but  I  am 
anxious  to  find  out  what  there  is  in  it.  your  locality  what  pro- 
portion of  the  money  is  hidden  away  and  does  not  get  into  the 
channels  of  commerce? 

Mr.  Johnston,  Ver}^  little.  I  have  in  mind  one  case  of  a  woman — 
but  before  I  give  that  instance  I  would  like  to  say  that  I  haven't  any 
'more  means  of  knowing  what  is  kept  in  stockings  and  safe  boxes  in 
this  country  than  in  the  old  country,  and  that  if  you  should  undertake 
to  bring  a  parallel  of  monev  hidden  by  miserly  people  in  London  and 
miserly  people  in  N6w  York,  I  would  be  willing  to  put  my  guess 
you  would  find  more  in  London  than  you  will  in  New  York. 

Mr.  MuKDOCK.  But  anv  estimate  that  vou  might  make  as  to  the 
portion  of  money  hidden  away  would  be  pure  guesswork? 

Mr.  Johnston.  I  can  give  you  one  instance,  1  know  a  lady  who 
is  a  widow,  quite  aged,  md  with  sopoe  of  the  pecutianliie&^^^  i^^^^  quite 
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aged  people.  She  had  a  box  in  which  she  kept  her  fund^^  with  a 
trust  company,  government  bonds  that  she  asked  me  about,  and  I 
know  that  she  used  to  come  to  our  bank  to  get  government  money, 
and  she  would  want  government  money  with  the  word  ^^gold" 
written  on  it^  yellow  bills;  and  that  she  would  put  them  in  there,  as 
I  learned  afterwards,  in  the  safety  box  with  the  trust  company,  ri^ht 
alongside  of  her  government  bonds,  on  which  she  was  drawmg 
interest  of  3  per  cent.  That  is  the  only  case  that  I  know  of  in  our 
city. 

Mr.  FiNLEY.  Is  it  not  true  that  savings  banks  do  not  increase  and 
thrive  in  a  section  of  the  country  where  the  rate  of  interest  is  high 
to  the  same  extent  as  in  the  East,  where  the  rate  of  interest  is  low? 

Mr.  Johnston.  That  is  undoubtedly  true. 

Mr.'  Finley.  You  are  connected  with  a  savings  bank? 

Mr.  Johnston.  I  am  treasurer  of  the  Schnectady  Savings  Bank, 

Mr.  Finley.  What  is  your  capital? 

Mr,  Johnston.  Our  deposits  are  $6,300,000.    ■  • 

Mr,  Finley.  But  what  is  your  cH])ital? 

Mr.  Johnston.  Xn  Xew  York  State  we  have  no  capital.  Tliey  are 
all  mutual  banks  under  the  laws  of  the  State. 

Mr.  Finley.  Do  you  not  have  building  and  loan  associations^  axid 
is  that  what  your  bank  practically  is  ?  . 

Mr.  Johnston.  Not  exactly  that,  because  we  have  them  also,  and 
the}"'  are  quite  diiTerent.  '  '  ' 

Mr.  Finley.  Do  vou  liave  trustees? 

Mr,  eToHNSTON.  Yes,  sir.  "  ' 

Mr,  Finley.  How  many  ^  ■ 

Mr.  Johnston.  Thirteen  in  our  bank. 

Mr.  Finley.  What  is  the  usual  practice  ? 

Mr.  Johnston.  Thirteen  I  should. say  would  be  a  fair  average. 

Mr.  Finley.  For  the  whole  State  ? 

^Ir.  Johnston.  Y'^es — 13  to  15,  Perhaps  15  would  be  a  better 
average.  *  '  ' 

Mr.  Fassett.  1  think  you  iniglit  explain  that  the  savings-bank 
system  of  New  York  will  not  permit  the  distribution  of  prohts  to 
stockholdere. 

^  Mr.  Johnston.  No,  Now,  with  respect  to  the  education  in 
savings,  the  idea  of  savings,  and  the  ^vantages  to  be  derived  from 

them,  and  the  opportunities  ofTered,  comes  largely  from  the  Eastern 
States,  the  New  England  States,  ancl  New  York,  The  idea  of  mutual 
savings  banks  was  a  semiciuiritahle  one — the  idea  of  furnishing  with- 
out compensation  trustees  to  guard  and  take  care  of  savings, 

Mr.  MuBDOGK.  You  say  that  your  deposits  are  $6,300,000.  Mow 
many  depositors  have  you,  numerically? 

Mr.  Johnston.  Twenty-four  thousand;  and  of  that  number,  and  as 
I  repeat,  14,000  are  under  $100. 

Mr.  Finley!  What  is  the  lai^est  sum  that  you  ifeceive? 

Mr.  Johnston.  Three  thousand  dollars.  .        ,  . 

Mr.  MuRDOCK,  Do  you  issue  certified  checks  1  ... 

Mr.  Johnston,  No,  sir;  we  do  not,  -  *  .     .      -  : 

Mr.  MuRDOCK.  Do  you  issue  any  sort  of  a  timerdepQsit  slip  ? 

Mr.  Johnston,  No,  ait;  nothiijg  of  the  kind.  They  are  not  allowed 
under  the  New  York  stAte  Jaw;  - 
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Mr.  MuRDOCK.  How  is  your  interest  computed  to  the  depositor  whp 
j^reaks  the  bulk  of  his  deposit? 

Mr.  Johnston.  His  money  must  be  in  the  bank  at  the  time  of  the 
,^asting  of  the  interest,  or,  rather,  that  the  dividend  is  put  on  the  book. 

Mr.  MuBjpQOK.  And  is  it  coinpiit^  on  y^e  ainoi^t  on  4^pQBit  at 
li^e  <^  the  computation  ? 

life.  Johnston.  In  proportion  to  the  tii^e  during  the  ^  months 
that  it  has  been  in  the  bank. 

Mr.  MuRDOCK.  So  that  it  is  a  minimum  upon  which  to  base  iti 

Mr.  Johnston.  Yes,  sir. 

Mr.  Small.  Mr.  Johnston,  there  are  some  who  express  the  opinion 
that  Congress  ought  not  t^o  provide  for  postal  savings  banks  unless 
they  womd  subserve  or  promote  some  governmental  function.  Can 
you  )si]tggest  any  governm^tal  function  that  would  be  inet  by  the 
provisioii  for  postal  savings  banks  ? 

Mr.  Johnston.  The  security  is,  I  believe,  considered  the  idea;  that 
is,  that  under  any  circumstances  whatever,  if  the  money  was  put 
jthere,  they  would  receive  it. 

Mr.  Small.  That  is  witli  respect  to  the  security  of  the  deposit.  I 
M9.  speaking  of  any  functions  which  devolve  upon  Congress  and  the 
J^alative  department  of  the  National  Governpaent,  or  in  the  adminis- 
tration of  the  Government  itself,  whe^ther  any  of  those  funqtions  or 
duties  would  be  sul^rved  or  promoted  by  the  esta|t>lishment 
postal  savings  banks. 

Mr.  Johnston.  Perhaps  to  enlarge  a  little  upon  my  answer  would 
answer  your  question.  The  Government  would  necessarily,  in  paying 
back  to  a  depositor  a  deposit  which  had  been  lost  through  defalca- 
tion or  any  other  means,  Jt^ve  to  tfkx  the  people  of  ^t^he  United  States 
to  pay  it. 

Mr.  Smaix.  That  is  simply  a  matter  of  administration  for  the 
greater  safety  of  these  deposits  which  WQiild  he  attracted.  I  am 
speaking  about  the  governmental  function,  the  duty  of  the  National 
Government,  as  contradistinguished  from  state  governments  or  from 
private  or  corporate  enterprises.  Do  you  believe  that  the  gov- 
ernmental function  would  be  subserved  or  promoted  by  savings 
Jjanks?    Can  you  give  us  any  suggestions  upon  that? 

Mr.  Johnston.  It  wQuld  be  ^^i^  the  Goy^nni^t's  parapher- 
nalia, if  that  is  a  proper  word   . 

The  Chaibman.  Now,  Mr.  Johnston,  if  the  piojttey  were  mvested 
in  government  bonds,  it  would  be  promoting  the  Giovemment's 
function,  would  it  not?  That  is  what  Mr.  Small  is  trying  to ^et  at. 
In  what  way  would  some  governmental  function  be  promoted  by 

adopting  this  plan  ?  ,  •  • 

Mr.  Johnston.  If  put  in  government  l^oii^s  it  would  be  jjpru^mg 
to  the  Government  money  they  needed. 

Smau..  An^  ,t9  |l9^t  ext^t  promote  the  crediit  oi  the  J^ati9nal 
Government! 

Mr.  Johnston.  I  don'.t  think  I  could  follow  you  to  that  extent. 
I  don't  think  the  establishment  of  postal  savings  banks  wfl^  in  ^y 
degree  promote  the  credit  of  the  United  States. 

Mr.  Murdoch.  Would  it  not  have  the  same  effect, Mr.  Small,  as  the 
issue  of  national-bank  currency  secured  by  government  bonds? 
Would  not  the  postal  savings  bank  have  the  same  right  to  exist 
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under  the  Constitution  as  the  national  banks  who  issue  national* 
bank  currency  based  upon  government  bonds  ? 

Mr.  Small.  WdU,  I  am  personally  avoiding  any  constituticMQal 
questions, 

Mr.;  MuBDOCK.  I  did  not  think  that  quefitidn^  was  a  dbnstitutiimi^ 

question.  ^  _ 

Mr.  Small.  Now,  there  is  another  question-.    Assuming  that  the 

main  purpose  of  the  postal  savings  bank  is  to  encourage  savinp^  and 
national  thrift,  then  I  understand  you  to  be  of  the  opinion  that  the 
same  purpose  can  be  accomplished  through  various  forms  of  banking 
institutions  and  savings  banks^  either  in  the  forms  which  now  exist 
in  the  several  States  or  in  improved  forms  of  banks,  savings  banks. 
Now,  are  the  savings  banks  and  other  banking  institutionis  over  the 
<^mitry  geiaerally  subservmg  the  same  purpose  in  encowaging  savings 
ad  postal  savings  banks  would4 

Mr.  Johnston.  I  presume  that  if  they  advertised,  as  these  banks 
would  have  the  opportunity  to  do,  without  any  expense,  through  the 
post-offices,  that  they  could  do  a  great  deal  toward  bringing  out  a 
strong  competition  as  against  any  banks  that  would  propose  to  put  a 
branch,  or  to  go  themselves^  as  a  matter  of  enterprisdi  into  any  loci^ty 
where  there  was  no  bank. 

.  Mr.  Small.  Then  do  I  understand  you  to  submit  the  opinion  that 
tihe  present  banking  facilities,  mcluding  savings  banks  in  the  country 
at  large,  do  not  promote  savings  to  the  same  degree  as  postal  savings 
banks  would;  and  if  not,  why  not? 

Mr.  Johnston.  The  postal  savings  banks  might  be  started  in  local- 
ities at  the  present  time  where  the  banks  were  conremplating  starting 
an  institution,  and  perhaps  they  would  get  in  ahead,  a  little  time 
before  the  bank  got  there;  but  I  doubt  in  the  general  outcome  if  it 
would  produce  a  better  system  of  education  for  saving,  or  as  good  a 
system  as  that  which  would  be  encouri^ed  by  the  banks,  or  by  (iie 
branch  banks,  which  might  be  there,  or  by  the  advertising  through 
the  newspapers  of  banks  which  might  reach  there,  or  by  cards  sent 
out,  or  through  other  means  taken  nowadays  to  encourage  savings. 

Mr.  Cox.  In  your  judgment  which  would  appeal  to  the  people  the 
strongest,  a  guaranty  feature,  which  would  naturally  and  necesr 
sarily  accompany  the  postal  savings  bank,  knowing  that  the  credit 
of  the  Federal  Government  was  behind  the  deposit,  or  the  rate  of 
interest  which  the  (Government  proposes  to  pay  to  the  depositor  ? 

Mr.  Johnston.  The  government  security,  I  presume,  would  be  first 
in  their  minds. 

Mr.  Cox.  You  take  it,  then,  that  that  would  appeal  to  them  first 
and  strongest  ? 

Mr.  Johnston.  Yes,  sir. 

Mr.  Cox.  Now,  from  the  evidence  that  I  have  gathered  yesterday 
apd  from  you,  most  all  of  the  banks  throu^out  the  country  pay 
deposdtors  a  higher  taie  of  intiarest  tihan  is  proposed  to  be  paid  bv  the 
Government  to  depositors  under  this  bill.   That  is  true,  as  a  rule  t 

Mr.  Johnston.  Yes,  sir. 

Mr,  Cox.  Now,  if  the  guaranty  feature,  which  necessarily  is  car- 
ried in  this  bill,  appeals  to  the  people  as  strongly,  what  effect  do  you 
believe  that  would  have  upon  the  people  in  inducing  them  to  with- 
draw their  deposits  from  banks  and  put  them  in  postiu  savings  bantra, 
if  any  effect? 
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Mr.  Johnston.  It  would  be  a  great  inducement  in  both  respects. 
They  have  now  in  cases  of  a  run  no  place  to  put  their  money,  which 
is  all  the  better  for  them,  because  it  is  out  of  ignorance  in  ninety-nine 

cases  out  of  a  luiiulrod,  that  w itlulvawals  are  made.  And  wherever 
you  can  correct  tliat  by  any  rcas<niable  means  it  is  advisable.  They 
would  also,  in  drnwinij  out  thv'w  money  in. ease  of  a  run  upon  a  bank, 
have  the  advantage  of  getting  2  per  cent  u})on  it  by  putting  it  into 
the  bank,  and  they  would  also  have  the  postmaster's  assurance  that 
it  was  much  more  secure  than  in  the  other  banks. 

Mr.  Cox.  Then  what  would  be  your  judgment  as  to  whether  or  not 
a  postal  savings  bank,  carrying  the  weight  of  the  credit  of  the  Federal 
Government,  and  at  the  same  time  carrying  a  rate  of  interest  of  2 
per  cent — what  tendency,  if  any,  would  that  have  to  induce  the 
de]iositors  to  witlidraw  from  the  other  banks  and  put  their  money 
into  the  postal  savings  banks:  nnd  if  it  Avas  a  great  inducement  to 
do  so,  and  if  it  did  do  so,  what  effect  would  that  iiave  upon  the  bank- 
ing business  of  the  country? 

Mr.  Johnston.  It  would  place  the  banking  business  of  the  country 
in  continual  jeopardy- 
Mr.  C'ox.  Why? 

Mr.  JonxsTOX.  Because  of  the  entrance  of  the  Government  into 
their  busiiiess  with  its  j^ower,  which  the  banks  would  be  compelled  to 
meet  and  which  power  lias  really  come  from  private  enterprise,  and 
which  now  would  be  turned  against  them.  And  it  would  cause  a 
continual,  constant,  and  increasing  discrimination  against  bankers  on 
the  part  of  a  strong  government. 

Mr.  Cox.  In  other  words,  as  I  gather  from  your  statement,  no  baiik 
can  possibly  do  busmess  excepting  it  has  the  actual  currency  on 
hand.    That  is  true,  is  it  ? 

Mr.  JoiixsTOX.  Yes,  sir.  ; 

Mr.  Cox.  And  it  needs  its  currency  every  day  to  safeguard  its 
business? 

Mr.  Johnston.  Yes,  sir- 
Mr.  Cox.  And  if  there  is  anything  that  jeopardizes  that  currency 
which  is  needed  by  a  constant  withdrawal,  then  your  judgment  is  that 
it  woidd  operate  to  jeopardize  their  busmess  ? 

Mr.  Johnston.  Yes,  sir. 

Mr.  Cox.  And  as  it  jeo])ardizecl  the  banking  business  what  effect 
would  that  have  upon  the  immediate  community,  when,  according  to 
your  idea,  the  credit  of  tlie  banks  liad  developed  the  community? 

Mr.  Johnston.  It  would  make  it  more  or  less,  in  a  degree,  as  it 
increased,  subservient  to  the  Government  of  the  United  States.  And 
in  the  upbuilding  of  private  enterprises  they^  would  in  a  large  degree 
lose  the  fostering  care  of  the  Government  which  was  organized  for  the 
purpose  of  taking  care  of  private  enterprises. 

Mr.  Fassett.  Air.  Chairman,  was  it  your  purpose  to  sit  here  for 

some  time  ?  " 

The  Chairman.  I  promised  to  hear  Representative  Fordney 
before  taking  recess.  I  know  there  are  many  members  of  the  com- 
mittee who  wish  to  get  over  to  the  House  as  soon  as  possible,  and  I 
think  if  Mr.  Johnson  will  leave  his  papers  with  the  stenc^apher  we 
wiD  excuse  him  and  listen  to  Mr.  Fordney. 
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Mr.  FoBDNET.  Gentlemen^  what  I  want  to  say  will  take  but  a  very, 
few  minutes. 

Mr.  MuRDOCK.  Mr.  Fordnov,  uro  you  a  hanker^ 
Mr.  Fordney.  I  have  some  interest  in  banks,  yes,  sir;  1  have  some 
stock.    I  am  a  director,  l>ut  not  an  officer,  beyond  director,  in  any 
bank.    1  will  speak  entirely  witli  an  unselfish  purpose. 

In  t!ie  first  place,  I  think  that  both  parties  have  made  a  mistake 
by  declaring  in  favor  of  this  law,  but  I  do  beheve  we  are  going  to 
have  a  postal  savings-bank  law,  and  if  so,  it  is  my  opinion  that  the 
greatest  care  possible,  by  the  brightest  minds,  should  be  exercised^ 
and  the  greatest  safeguards  imaginable  thrown  about  this  bill.  I 
have  just  two  or  three  high  spots  to  touch,  gentlemen,  and  that  will 
be  all  I  want  to  say. 

Tn  the  first  place,  I  do  not  believe  that  fourth-class  offices  should 
be  made  depositories.  I  believe  they  should  be  excluded  from  the 
operation  of  the  law,  and  I  will  tell  you  whv,  briefly.  Some  fourth- 
class  offices  are  money-order  offices,  and  they  are  in  the  rural  dis- 
tricts, and  the  much-talked-of  money  hid  away  by  tindd  foreigners 
who  are  afraid  of  our  banking  system  is  not  m  tne  rural  districts. 
It  is  the  farmers  who  are  in  those  districts.  For  instance,  I  have 
spent  a  great  deal  of  time  in  the  pine  woods  in  the  Southern  States, 
where  the  post-ofhces  are  all  fourth-class  offices,  and  in  many  in- 
stances a  lady  is  the  postmaster,  wliolly  iinequip})ed  for  the  handling 
of  money  or  taking  care  of  it.  if  the  money  were  to  be  sent  through 
the  mails  every  day  by  such  a  postmaster  to  banks  or  places  of  safety, 
it  offers  the  ^eat^t  opportumty  for  highwaymen  and  yeggmen.  It 
would  be  necessary  to  supply  every  fourth-class  office  in  the  country 
with  a  modem  safe  in  order  to  take  care  of  any  of  the  money  that 
could  not  be  deposited  in  the  banks  in  the  viHage  where  the  post- 
office  is.  On  the  other  hand,  I  would  sav  that  if  anv  fourth-class 
offices  are  made  depositories^  none  should  be  designated  except  the 
ones  in  a  village  wliere  there  is  a  bank  under  federal  or  state  super- 
vision, because  I  believe  it  would  be  a  most  unwise  policy  to  attempt 
to  gather  u})  this  money  about  the  country  and  hold  it  in  fourth*-cla88 
offices  indefinitehr. 

Mr.  FiNLBY-  Kight  along  that  line,  you  are  aware  of  the  fact,  are 
you  not,  that  the  policy  of  the  Post-Office  Department  witliin  the 
ast  year  has  been  to  require,  as  near  as  possible,  all  post-offices  to 
e  money-order  offices  I 
Mr.  Fordney.  Yes. 

Mr.  FiNLEY.  And  I  have  in  my  mind  one  where  I  think  the  com- 
pensation was  less  than  $40,  where  they  ordered  it  made  a  money- 
order  office. 

Mr.  PoRDNET.  Yes,  sir.    Many  of  them  in  my  State  are  under  $50> 

considerably  under  $50,  wholly  unequipped,  I  say,  to  take  care  of 
money  that  mi^ht  be  deposited  by  people  in  that  vicinity.  As  a  rule, 
I  say,  in  the  territories  where  fourth-class  ofiices  are  situated  it  is 
farmers,  and  farmers  generally  seek  a  more  safe  place  for  tiie  d^osit 
of  their  money.  ^.5  i  ^ 
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I  w^sh  you  to  give  most  careful  consideration  to  that,  gentlemen; 
I  thiak  ii  is  of  the  groatedt  importance,  because  when  this  bill' <s^Miaij^ 
lip  I  hope  it      %6  m  §lick         tet  I  etoi  toto  for  ii.   I  ^roeet  io. 

Mr.  Fassett.  This  bill  now  provides  that  that  shall  not  be  done 
■e3CC5ept  under  the  discretion  of  the  Postmaster-General. 

Mr.  FoRDNEY.  Yes,  sir. 

Mr.  Fassett.  But  you  think  that  is  not  sufficient  ? 

Mr.  FoRDNEY.  I  do  not  think  it  is  sufficient,  Mr.  Fassett.  I  beheve 
i^t  the  law  should  ^ow  pkanly  what  should  be  dond  aad  what  ciii' 
not  be  done. 

h^eSii,  I  am  tmatteraMy  oppoM  to  the  invebtmcefit  of  this  ih<yktej 

M  omer  securities  than  government  bondfe.  I  believe,  on  page  7,  j6H 
will  find,  in  line  3,  where  it  says,  "or  other  securities  of  the  Govem- 
Ehent  of  the  United  States."  I  believe  that  is  a  subterfuge,  and  as  a 
foundation  for  that  beUef  I  want  to  tell  you  what  is  in  my  mind 
rijght  i»6w. 

I  happen  to  be  honored  by  being  a  member  of  the  Committee  (m 
Vf^fA  askd  Meaais,  and  before  that  committee  now  we  are  having 
^ieiiArhig^  0*  the  proposed  issue  of  $30,000,000  of  certificiftt^s  for  thii 
irrigation  projects  out  West.  The  bill  provides  that  $30,000,000  6f 
government  securities — what  kind  of  securities?  The  reclamati^ 
act  provides  that  no  project  shall  be  begun  until  the  money  is  avail- 
able in  the  reclamation  fund  for  the  completion  of  that  work.  It 
Wais  estimated  that  some  $48,000,000  would  be  required  to  complete 
the  pirojects  that  were  begun.  That  much  has  been  spent  now,  and 
they  are  biU$k  now  asking  for  $30,000,000  more,  and  admit  that  each 
t^ar  from  seven  to  nine  millfoh  dollars  will  be  covered  into  thosi 
lunds  from  the  sale  of  lands.  Therefore  admitting  that  it  i^  g^iri^ 
to  cost  more  than  $100,000,000  to  complete  those  projects,  and  the^ 
now  want  -^BO, 000, 000  of  government  certificates — not  bonds,  certifi- 
cates— issued,  in  view  of  the  fact  that  we  are  about  to  establish  & 
p6stal  savin^bank  law,  and  by  that  they  declare  that  that  is  an 
#xigen6y.  The  word  "exigency"  is  in  the  law.  Suppose  they" 
jfi^^e^  tne  funds  deposited  in  savings  banks  from  the  rural  districts, 
t^hich  would  be  absolutely  suicide  to  all  lofeai  distrit^ts  in  this  countiy. 

Mr.  FiNLEY.  Mr.  Fordney,  if  the  government  securities  of  posia} 
saivings-bank  funds  are  used  for  the  irrigation  projects,  would  it  not 
jlist  as  reasonable  to  use  such  funds  for  drainage  propositions  ? 

Mr.  FoEDNEY.  Yes,  sir;  anything  that  the  board  of  trustees  or  the 
president  wduld  declare  to  be  an  exigency  would  be  an  excuse  for 
Vising  that  money  out  of  those  depositories,  and  no  power  on  earth 
^ul;d  stop  them.  I  do  not  want  this  law  f^mcted,  gentlemen,  if  it 
wlH  in  the  slightest  permit  anybody  or  any  set  men  to  ti^  t^ 
money  from  the  rural  districts,  where  it  is  deposited,  because  if  it 
does,  then  I  say  that  it  is  the  most  unwise  legislation  that  the  Kepub- 
iican  or  Democratic j)arties  ever  proposed. 

Mr.  MuRDOCK.  What  would  you  do  with  the  money  ?  How  would 
ybii  invest  the  money  ?    What  is  your  idea  ? 

Mr.  FordHby.  I  would  confine  it  to  government  bonds  or  nothing. 

Sir.  Staffohd.  As  I  und^tand  you,  yOti  are  in  favor  of  having  the 
deposits  froih  the  postal  Savings  depOditorj  deposited  in  the  local 
banks,  to  be  used  there  if  the  banki^  are  willmg  to  accept  tnJ§  fiiiid^ 
stated  terms  ? 


Mr.  Fordney.  Yes, Mr.  Stafford.  Then,  on  the  other  point,  you  bring 
another  thought  which  I  wanted  to  mention.  What  kmd  of  secur- 
itieeisihe  Government  going  to  accept  from  those  banks  ?  If  you  are 
going  to  permit  »  bimk  to  furnish  to  the  Government  a  surety  bond, 
then  the  banl»  are  not  going  to  aee^t  those  funds,  if  they  can  get 
other  securities,  because  in  many  instances  those  bon^  will  cost  the 
banks  as  high  as  2  per  cent,  owing  tO  thei  staJadingof  lm  biudE^iinttif 
they  must  pay  2  per  cent  for  their  bonds  and  2  per  cent  for  the  money, 
or  2\  per  cent,  they  will  not  take  the  money,  and  then  it  will  go  into 
the  fourth-class  office  or  the  third-class  office  and  be  carted  away  to 
]i^On»T  centers  immediately.    It  is  very  important,  gentlemen . 

Mt,  0©x.  yfhAt  objection  have  you,  Mr.  Fwlney,  to  mvesting 
ibeser  funds,  say,  iii  state  bonds?  ,    ^  ^ 

Mr.  Fordney.  Absolutely  thi  best  secrinty  that  the  Qownnwot 
e6u\d  be  secured  with— municipal  bonds.  I  do  not  know  of  any 
instance  where  any  municipal  bonds  have  been  repudiated. 

Mr.  Cox.  I  do  not,  either.  Therefore,  what  objection,  now,  would 
▼on-  have  to  investing  these  funds  in  state  or  municipal  bonds  ? 

ifr.  Fordney.  If  it  took  them^  away  from  the  local  territory,  then 

I  say  it  woirid  be  bad  law.  ,  t  i- 

Mt.  Cox.  Tldfie  the  State  of  Miela^an  and  the  State  of  Indiana. 
Sowposing  that  these  funds  now  be  invested  m  state  or  m^cipal 

bonds  issued  by  the  State  of  Michigan  or  some  municipaJity  tiwr^; 
or  the  State  of  Indiana  or  some  municipaUty  thereof;  would  that 
tend  to  keep  the  monev  at  home  ? 

Mr.  Fordney.  I  misunderstood  the  purpose  of  your  inquiry. 
I  thought  you  meant  the  kind  of  securities  that  the  banks  should 
offer  to  the  Govern«i«at.  If  jou  can  pass  a  law  that  will  bring  froin 
its  hiding  plufce  any  money  in  this  country  into  the  postal  deposi- 
tories that  can  be  immediately  returned  into  the  b«n^  m  that  par- 
ticular locality,  then  you  have  enacted  a  law  that  wiB  expand  our 
currency,  but  otherwise  you  have  enacted  a  law  that  will  contract 
it,  the  very  thing  vou  would  like  to  avoid. 

Mr.  Stafford.  Will  you  give  us  your  idea  about  th6  prOper  safe- 
giiaftda  that  we  should  place  about  the  deposits  in  the  local  banks, 
iB  far  asf  security  is  concerned^ 

Mr.  ¥tmDHmr.  To  1^  GovefmnHitt 

Mr.  Stafford.  Yes.  •  j  .i^ 

Mr.  Fordney.  I  say  the  greatest  care  diomd  be  exercwBO  by  toe 

Government  in  getting  proper  security.    I  beheve,  however,  tfeat 
municipal  bonds  ought  to  be  sufficient  security  for  this  Government. 
Mr.  Stafford.  In  lieu— — 

Mr.  FoiUDNBY.  In  hm  of  a  surety  bond  or  United  States  govem- 

imemtbond.  .  ,    .    ,  i 

lifr.  SfAFfORD.  From  your  experience  as  a  director  of  a  bank^  do 
you  think  that  the  banks  in  tiiese  amaft  localitiea  have  the  secarttMff 

you  designate— —  . 

Mr.  Fordney.  I  think  they  could  be  obtamed. 

Mr.  Stafford  (continuing)'.  To  offer  to  the  Government  as  a  secur- 
ity for  the  postal  deposits? 

Ii^.  FoBDNSY.  Yes;  I  think  so. 

(Thereupon,  at  12.20  o'clock  p.  m.,  the  cotaiiltee  took  a  reCe^ 
until  1.45  o'clock  p.  m.) 
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after  recess. 

Thursday,  March  17,  1910. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  1»46 
o'clock  p.  m.y  Hon.  John  W.  Weeks  (chairman)  presiding. 

STATEKEHT  OF  MB.  LAJOS  STEIHSB,  OF  HEW  YOBK  CITY,  N.  Y. 

Mr.  Stkixer.  Mr.  Chairman  ami  ^jentlemen,  during  the  hist  ten 
years  and  ovt^r  T  have  made  researches  in  afTairs  of  immiji;ration, 
bankin<i:,  agriculture,  and  have  observed  certain  evils.  I  have  made 
ofTorts  to  correct  these  evils.  I  am  at  present  employed,  since  the 
last  two  vears  and  a  quarter,  hy  the  department  of  agriculture  of 
New  York  State,  as  a  student  of  sociologic  matters.  I  oeg  leave  to 
address  you  only  as  such,  and  as  a  private  citizen  do  I  make  this 
request  and  not  in  mv  official  cflpacitv.  I  have  no  permission  to 
plead  in  tlie  name  of  the  commissioner  of  a^jriculture  of  New  York 
State,  thouirh  I  have  no  doubts  whatsoever  that  tiie  Hon.  Raymond 
A.  Pearson  is  in  favor  of  the  establishment  of  p*)stal  savings  banks. 

Our  native  boys  and  girls  forsake  the  farms  and  flock  in  constantly 
increasino^  numbers  to  the  towns.    They  stay  there  pOTmanently. 

The  bulkof  ourrecently  arrived  immigrants  are  farmers.  Theabnost 
exclusive  industry  in  Hungary,  Italy,  and  the  Slav  coimtries  is  agri- 
culture; the  millions  of  recently  arrived  European  peasants  are  farm- 
ers. They  know  of  experience  how  to  keep  the  soil  fertile,  as  they 
come  from  soils  which  are  highly  productive  after  having  been  cul- 
tivated for  about  one  thousand  vears.  Peasant  immigrants  do 
engage  here  in  mining,  factory,  construction,  or  any  other  labor. 
They  save  a  part  of  their  wages  for  the  determined  purpose  of  buy- 
ing, as  soon  as  possible,  tillable  land  and  reengage  again  in  farming. 
TJae  masses  of  such  people  do  not  know  that  it  is  possible  for  them  to 
secure  farms  in  this  country.  The  department  of  agriculture  of  New 
York  State  does^  on  a  small  scale,  disseminate  agricultural  informa- 
tion, in  the  languages  which  sucli  immigrants  understand,  of  the 
opportunities  of  which  they  may  avail  themselves.  The  results 
achieved  this  far  are  encouraging.    Besides  the  general  ignorance  of 

geasant  immigrants  of  American  opportunities,  this  work  is  obstructed 
y  the  unscrupulous  colonization  schemers,  notaries  public,  and 
others  who  exploit  the  imm^ants — cooperate  to  keep  immigrants 
away  from  becoming  Americanized.  For  the  efficiency  of  the  work 
of  Americanizing  the  masses  of  immigrants  it  is  necessary  that  the 
federal  authorities  and  Congress  cooperate  with  New  York  State. 
Good  results  will  be  achieved,  I  am  sure,  when  this  will  be  done. 

A  multitude  of  concerns,  styled  '^])rivate  banks/'  and  engaged 
in  the  transmission  of  the  savings  of  immio-rants  to  the  respective 
native  countries  and  in  the  sale  of  steamship  tickets  stimulate  these 
proceedings.  The  sums  thus  exported  amount  annually  to  over 
$300,000,000;  in  panical  years  to  over  twice  as  much.  The  num- 
ber of  remigrants  is  over  40  per  cent  of  all  arrivals.  Only  the 
thrifty  immigrants  are  enticed  to  remigrate — ^the  spendthrifts, 
good  for  nothings,  and  paupers  are  left  here.  If  this  system  of 
remoA'in^:  the  fittest  is  to  continue  for  a  number  of  vears  hereafter, 
then  we  are  bountl  to  ]iave  bad  conditions;  indeed,  it  will  be  far  more 
difiicult  then  to  better  conditions.    The  intlux  of  American  money  to 
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certain  parts  of  Europe  lias  caused  tliere  the  price  of  land  to  rise  to 
fabulous  lieights.  A  number  of  the  remi^^rants  find  out,  in  time, 
when  it  is  too  late,  tliat  it  is  mii)ossible  for  them  to  eke  out  a  livino^ 
on  the  land  which  they  have  purchased  for  prices  altogether  out  of 
all  proportions,  so  they  sell  tlu>  same  for  a  fraction  of  that  which 
thev  paid  for  such  newly  acouired  property,  and  they  come  hack 
a^am  to  the  United  States,  deprived  of  their  savings,  discouraged 
and  decrepit.  Their  savings  are  a  total  loss  to  American  pros- 
perity. Wliat  a  i)ity  that  they  were  not  directed  to  take  the  place 
of  those  who  (ksert  our  farms  "for  life  in  tlie  cities. 

The  export  of  the  savings  and  the  remigration  of  our  thrifty  immi- 
grants is  artificially  brought  forth  by  tlie  stimulation  of  the  "  private 
banks."  Thousands  of  such  concerns  operate  in  the  United  States. 
They  and  their  auxiliaries  are  ever  active,  more  so  now  than  at  any 
time  before.  More  than  100,000  men  make  a  parasitic  existence  out 
of  obstructing  immigrants  from  absorbing  Americanization.  This 
army  of  sycophants  promotes  the  purposes  of  schemers.  The  com- 
bination thus  formed  is  alert,  powerful,  and  unscrupulous.  They 
accomplish  it  that  $25,000,000  per  month  are  exported  from  here. 
They  commit  frequently  falsehoods,  overreaching,  misdeeds,  and 
increase  constantly  m  the  volume  and  extent  of  evil  doing.  Private 
banks  are  most  potential  and  successful  in  preserving  the  immigrants 
foreign  to  Americanism.  Any  individual  too  lazy  for  honest  occu- 
pation, often  of  tainted  past,  goes  to  work  and  operates  a  private 
bank.  The  only  law  regarding  such  coftcems  in  New  York  State 
is  the  unenforced  one  wliicli  places  tliem  under  a  bond  of  $15,000. 
This  law  did  not  prevent  the  repetition  of  al)uses;  on  the  other  hand, 
it  does  furnish  subterfuge  to  the  resjiective  concerns  to  pretend  to 
be  a  legally  constituted  banking  institution.  Legitimate  banks,  as  a 
rule,  do  not  cater  for  the  dei)osits  of  peasant  immigrants.  They 
employ  none  who  could  speak  the  respective  languages,  and,  unlike 
the  private  banks,  they  are  not  to  be  found  in  the  immediate  neighr 
borhood  of  places  where  immigrants  dwell.  Great  numbers  of 
private  banks  cause  to  their  depositors  total  losses  of  their  savings. 
Yet  it  is  not  the  absconding  private  bank  owner,  neither  the  aban- 
doned farms,  of  which  much  was  talked  lately,  that  causes  the  real 
injury.  The  evil  is  caused  by  the  partly  tilled  farms, 
^ent  nmnber  of  soil  toilers,  and  by  those  owners  of  private  banks, 
who,  with  increasing  efficiency,  induce  the  farmer  immigrants  to 
acquire  the  habit  of  expwting  their  savings  and  to  reml^ate. 

No  adequate  facilities  are  provided  for  the  systematic  information 
of  immigrants,  in  the  languages  which  they  understand,  of  our  insti- 
tutions, metliods,  or  opportunities.  No  state  or  federal  office  exists  to 
investigate  conditions,  detect  fraud,  prevent  ex])loitation,  prosecute 
culprits,  insi)ect  the  so-called  "immigrant  homes."'  colonization 
schemes,  to  compile  statistics  and  make  records  of  inuuigrants  and 
facilitate  their  Americanization. 

In  ahnost  every  one  of  the  civilized  countries  postal  savings  banks 
operate  and  proved  to  be  beneficial.  We  have  tens  of  millions  of 
people  whose  experience  and  condition  nec^itate  such  governmental 
depositories  of  cash^  Some  17,000,000  of  immijerrants,.  who  in  their 
native  countries  were  farm  hands  and  whose  wages  consisted  chiefly 
in  victuals  and  necessities  and  who  are  not  at  all  experienced  in 
handling  cash,  and  who  are  paid  cash  wages  in  this  country,  are  in 
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absence  of  postal  saving  banks  the  easy  prey  of  private  cu{>idity. 
Postal  savings  banks  will  facilitate  the  Americanization  of  immi- 
grants. Theyj  as  well  as  millions  of  others,  trust  in  governmental 
institutions.  Postal  savings  banks  would  give  an  opportunity  to 
thQ  peasant  immigrants  to  keep  their  savings  in  this  country,  and 
tfiis  would  in  time^  as  a  matter  of  course,  result  in  h&ving  these 
amoimts  isveated  in  Am«»i<^  agriculture  and  industries  and  restid^ 
hk  hayrag  annually  about  400^000  skilled  fumer  imfiiigrAats  engage 
HI  a^  augment  our  agriculture. 

Gentlemen  of  the  House  Committee  on  Postal  Affairs,  report  favor- 
ably on  and  have  postal  savings  banks  established. 

The  Chairman.  Have  you  any  information  about  the  number  of 
private  banks  there  are  in  the  State  of  New  York  ? 

Mr.  Steinbb.  We  have  in  the  city  of  New  York  about  300,  of 
which  the  comptroller  knows.  Besides  them  there  may  be  about" 
WO  private  bimk»  in  the  State  oi  New  Yoric.  Directly  or  indirdet^ 
they  engage  or  are  in  connection  with  saloon  keepers,  barbers,  or  amy 
other  kind  of  immigrants  who  will  facilitate  this  export  of  cash 
saving:s.  If  I  should  state  their  number  judiciously  I  should  say  in 
New  York  City  alone  we  have  2,000,  in  the  State  3,000  such  men 
who  atimulate  inonigcants  to  send  their  cash  savings.  I  have  per- 
aonalfy  made  original  jresearches  and  spoken  to  about  75  private 
badbers  in  the  city  oi  ISitishmgi  and  dbout  50  in  the  city  of  Cnicagio/ 
and  altogether  there  are  certainly  not  less  than  100,000  mm  m 
the  United  States  enga^d  in  this  partieuk^  sort  of  businetas. 

The  Chairman.  Do  I  understand  you  correctly  that  they  are  in 
the  business  of  encouraging  immigrants  to  send  their  money  back 
to  their  homes  ? 

Mr.  St£IN£B.  And  more  than  that,  they  actually  do  the  ^leport  of 
the  cash  savings. 

The  Obmbmas.  Hare  you  any  infonnation  as  to  the  amount  of 
money  there  19  in  the  inivate  banAs  of  New  York  City  at  in  the  Stat& 
6t  New  York  ? 

Mr.  Steiner.  I  couM  not  very  well  ^ve  you  an  amount,  but  I 
wish  to  make  a  statement  in  relation  to  your  question.  The  amounts 
involved  are  called  deposits,  but  they  are  not  deposits,  in  the  American 
sense  of  the  word.  Ninety-nine  and  one-half  per  cent  of  all  the  moneys 
involyedy  intrusted  to  the  private  banks,  are  not  for  the  purpose  of. 
keeping  that  unoint  deposited  with  him,  but  for  the  purpose  of 
exporting  it  to  the  native  countries,  where  ^y  ai^,  to  a  ^adl  extent^ 
depositors  in  postal  savings  banks.  But  most  of  them,  the  over- 
whelming majority  of  cases,  are  people  who  invested  in  tillable  land, 
real  estate  in  their  native  country. 

The  Chairman.  I  have  seen  that  statement  made.  Are  there 
any  statistics  to  indicate  how  much  money  is  invested  by  AmeKicaii^ 
immigrants  in  any  country  in  a  year  ? 

Mr.  SxEiNEB.  1  have  not  seen  such  statistics,  Mr.  Chairman,  bitt  i 
have  made  original  researches.  I  have  made  it  the  study  of  my  life. 
I  have  been  studyii^  this  question,  directly  and  indireclly,  for 
twenty  years,  all  the  time  that  I  have  been  in  the  United  States, 
being  myself  sin  immigrant,  a  naturalized  American  citizen.  I  find 
by  having  for  years  spoken  time  and  time  and  time  again,  I  might 
aunost  say  all  the  time,  with  clergym^,  with  immigrant  physicians^ 
fararfsro,^  bvsmess  raea,  newspaper  hmh,  officials  ,m  their  oigBamtt 
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tions  md  afisociations,  with  private-bank  owners  themselves,  and 
(Hheir  employees — have  found  out  that  during  the  recent  je&rs, 
say,  for  the  past  six  or  seven  years,  the  amou&ts  exported  by  private 
'^ai^,  by  postal  money  orderis,  and  peraonally  carried  ova*  to  £urope, 
are  $25,000,000  a  month,  $30(),000,()00  a  yea,r,  under  nonnail  casi^ 
Jljions.    In  panic  years  it  is  twice  as  much. 

The  Chairman.  Are  these  private  banks  under  any  state  jrapac- 
•.vision  other  than  giving  a  bond? 

Mr.  SXBINJSR.  In  the  State  of  New  Jersey  they  are  placed  under 
the  superviskm  of  a  state  authority.  I  am  not  quite  sure  whether 
it  is  the  superintead^t  of  banks  or  wh^her  it  is  the  commissioner 
of  banks  and  insuraiice,  but  it  is  a  state  offiidal  under  whose  direct 
supervision  they  are.  That  law  is,  in  my  luimtde  opinion,  the  mosi 
effective  one.  The  State  of  Massachusetts  has  a  law  in  regard  to 
private  bankers  which  also,  more  or  less,  is  efficient  in  preventing 
direct  fraud.  The  State  of  Ohio  has  a  law  which  places  tnem  under 
$5,000  of  a  bond,  and  the  State  of  New  York  under  a  $15,000  bond. 
But,  just  aa  I  say,  this  law  in  the  State  of  New  York,  if  anything, 
made  mattors  worse  than  they  were  before.  Furthermore,  none  of 
^  laws  in  tiie  State  are  effective  m  obstructing  the  canying  into 
effect  of  the  worst  part  of  this  matter,  namely,  Hie  e^qtort  of  xaoi 
savings ;  that  is  not  at  all  prevented.  We  have  no  laws  whatsoever 
in  that  regard. 

The  Chairman.  Do  you  understand  that  these  private  banks  pay 
4nterest  on  deposits  ?  .  ' 

Mr.  Steinkji.  In  very  few  cases  I  have  heard  so;  but  I  wish  to 
emphasize  ag^  -tiiat  amounts  d^Ktsited  in  private  banks — when  I 
«ay  private  hanks,  I  mean  these  particular  sort  of  immi^iant  banks, 
and  kindly  do  not  misunderstand  me;  thexse  are  American  private 
banks  which  are  so  much  above  the  moral  standard  of  these  particu- 
lar branch  so-called  banks,  although  it  is  anything  but  banking — 
the  amounts  deposited  with  them  are  not  of  a  very  great  importance, 
although  I  know  of  cases  where  private-bank  owners  have  absconded 
•with  very  laige  amounts,  several  hundreds  of  thousands  of  dollars, 
once  amounting  to  almost  a  million  dollars.  But  this  amount  which 
4^i8  Americwbank  owner  absconded  with  was  not  intrusted  to  him 
as  a  deposit,  but  was  intrusted  to  him  for  trsiwrniflaion,  wliieh  ke 
failed  to  do  in  ninety-nine  cases  out  of  a  hundred. 

The  Chairman.  How  much  is  the  usual  charge  for  making  those 
transmissions  ? 

Mr.  STEINE&.  As  an  average,  I  should  say  it  was  1  per  cent  and  a 
fraction  of  1  per  cent.  They  usually  charge  from  10  cents  to  20  cents, 
probably,  postal  charges.  It  ceniecaUy  •taJces  a  month's  time  to  trans- 
mit these  savings,  and  Just  shout  two  or  three  <we^s  ago  I  noticed 
the  first  time  an  advertisement  of  quite  enormous  size  in  certain  news- 
papers in  which  a  new  method  is  introduced.  Two  firms  offer  in  New 
'York  Citv  to  transmit  any  amount  of  money  to  Europe,  without  any 
.prevous  notice,  for  50  cents,  within  two  tlays'  telegraphic  order. 

The  Chairman.  Your  impression  is  that  this  money  that  is  sent  to 
^Sueope,  the  laiger  percentage  of  it,  is  invested  in  land  rather  -than 
4epo«ited  in  the  postal  savings  banks  of  £urope<? 

fe.  «Stbinbs.  1  know  it  to  be  alact,  by  conse^pondence  idth  people 
in  Europe,  by  receiving  letters  from  mem,  by  ttsflong  to  imud^wits. 
I  tliink  I  do  ^o<i  overestunate  it,  Mr.  QHa^an,  if  I  say  that  out  of 
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100  iinniii^rants  who  transmit  tlieir  cash  saviiio;8  to  Hungary,  to  the 
Slav  countries,  and  to  Italy  95  do  so  with  the  determined  purpose  of 
buying  tillable  lands;  and  they  are  trying  to  do  their  utmost  to  emi- 
grate at  the  earliest  j)0^ible  moment,  to  own  a  spot  of  land  of  tiieir 
own,  and  to  engage  m  agriculture;  and  if  a  laiger  amount  of  money  is 
temporarily  deposited  in  the  savings  banks  in  those  countries  than  I 
have  stated  here  it  is  my  caiulivl  opinion  it  is  temporarily  only,  until 
such  an  amount  is  accumulated  in  the  European  postal  banks  as  will 
enable  them  at  that  time  to  })uy  tillable  land;  an<l  that  is  why  I  think 
postal  savings  banks  in  the  United  States  would  so  very  much  facilitate 
the  work  of  the  skilled  farmer  immigrants  upon  our  farms. 

The  Chairman.  Is  not  the  problem  to  get  these  immigrants  to  buy 
land  here  rather  than  to  send  the  money  home  for  tRat  purpose  ? 
One  of  the  purposes  of  establishing  postal  savings  banks  is  to  prevent 
them  from  sending  tlie  money  to  Europe  to  deposit  in  European 
postal  savings  banks.  Should  we  not  in  some  way  encourage  these 
people  to  buy  lands  liere  ? 

Mr.  Steinek.  Mr.  Chairman,  these  people  work  at  fair  wages  and 
save  a  [)art  of  it.  Say,  in  four  weeks  from  the  date  an  average  immi- 
grant started  to  earn  wages,  the  time  is  present  when  an  amount  which 
to  Mm  is  a  considerable  sum  will  to  have  to  be  put  in  a  belt  which  he  will 
wear  M*ound  his  body,  or  otherwise  it  will  have  to  he  deposited  some- 
where. Great  American  banks  do  not  cater  for  tliose  cleposits,  while, 
on  the  other  hand,  almost  everybody  with  whom  t  he  immigrant  comes 
in  contact  talks  to  him  and  stimulates  him  to  follow  the  example  of 
the  rest  of  them  and  transmit  the  money  to  the  country  of  his  origin, 
and  deposit  it  there,  and  then,  as  soon  as  he  has  accumulated  agam  a 
certain  amount  of  money,  repeat  the  proceeding,  and  send  that 
twenty-five  or  forty-five  dollars  over  to  Europe  again.  After  a  cer- 
tain lapse  of  time  this  is  repeated  untU  a  competency,  after  so  many 
years,  is  saved. 

The  Chairman.  You  heard  the  testimony  this  morning  to  the  effect' 
that  out  of  24,000  dejK)sits  in  one  mutual  saA'ings  bank  in  New 
York  14.000  of  them  were  for  an  amount  less  than  $100,  did  you  not? 

Mr.  Steiner.  I  did  hear  it. 

The  Chairman.  Why  do  not  these  immigrants  deposit  their  money 
in  mutual  savings  banks  in  a  State  like  New  York,  where  they  are  as 
well  protected  as  they  are  under  New  York  laws  ? 

Mr.  Steineb.  First  of  all,  because  inmiigrants  do  not  know  that 
such  facilities  exist.  Almost  everyone  who  eonuv-;  in  contact  with 
the  immigrant  finds  it  to  be  to  his  business  interest  to  prevent  that 
immigrant,  and  the  masses  of  immigrants,  from  becoming  Ameri- 
canized, becoming  acquainted  with  our  methods,  with  our  institu- 
tions, with  our  ideals,  and  preserving  them  aliens  to  everything  Ameri- 
can; the  employment  bureau  keeper,  the  shyster  lawyer,  the  vender 
of  European  imported  trinkets,  and  that  sort  of  thing — almost  with- 
out exception  all  these  people  find  it  to  their  interest  to  keep  the 
immigrant  a  foreigner,  so  as  to  exploit  him  and  make  money  out  of 
him. 

The  CHAIRMAN.  Does  it  not  strike  you  that  they  are  singularly 
lacking  in  intelligence  if  they  are  prevented  from  doing  the  very 
things  which  they  came  over  here  to  do,  to  better  tiieir  condition 
and  g^er^y  to  .  become  ci^^ 
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-  Mr.  Steiner.  Mr.  Chairman,  the  average  European  peasant  nuiy 
not  have  so  elastic  a  mind  as  laborers  belonging  to  the  Anglo-Saxon 
race.  They  may  not;  I  am  not  sure;  I  am  not  competent  to  say  so. 
But  I  wish  to  say  that  the  average  European  peasant  has  common 
sense,  but  he  lacks  education  in  certain  up-to-date  matters  and 
methods.  He  is  ignorant;  he  does  not  know.  A  goodly  number  of 
them  can  read  and  write.  They  will  read  the  foreign  newspapers. 
The  foreign  newspapers  are  chock  full  of  advertisements  of  private 
bank  owners  offering  facilities  to  inchice  these  peo])le  to  transmit 
their  savings  to  their  native  countries.  It  has  become  the  habit, 
it  is  the  habit,  on  the  other  hand,  of  American  money  institutions 
not  to  cater  for  the  trade  of  immigrants  at  all.  A  goodly  number  of 
savings  banks  will  positively  decline  to  accept  savings  of  immigrants 
unless  the  immigrant  can  speak  or  write  l^n^lish  or  German.  If  a 
Hungarian  immigrant  can  not  write  or  does  not  understand  English 
or  German,  liis  funds  will  not  be  accepted:  his  deposits  will  be  re- 
fused by  the  savings  banks  in  the  city  of  ISew  York,  by  a  number  of 
them. 

The  Chairman.  Are  there  not  in  New  York,  as  in  every  other  large 
city,  saving  banks  which  do,  to  a  degree,  cater  to  this  interest?  I 
mean  regular  savings  banks,  established  under  state  laws,  which,  by 
their  very  name,  would  seem  to  cater  to  such  a  condition? 

Mr.  Steiner.  I  do  not  know  of  any.  I  am  quite  sure  that  the 
mass  of  immigrants  do  not  know  of  any,  ])robably  for  the  reason  that 
sucli  banks  do  not  exist.  Furthermore,  I  wish  to  state  that  recently 
banks,  or  at  least  one  bank  has  l)een  established  for  the  special  pur- 
pose of  dealing  with  immigrants.  What  does  the  business  of  that 
bank  consist  of?  In  doing  as  a  state  bank,  which  the  average  type 
of  immigrant  banks,  whatever  you  call,  whatever  they  do;  that  is, 
to  stimulate  immigrants  to  acquire  the  habit  of  exporting  their  cash 
savings.  I  know  of  banks,  national  banks,  and  probably  state  banks, 
or  one  savings  bank  in  the  city  of  Pittsburg,  ^Iso  in  Philadelpliia,  also 
in  Chicago,  which  have  a  so-called  foreign  branch.  What  does  that 
foreign  branch  do  ?  Transmit  cash  savings  of  the  immigrants,  and 
they  sell  them  steerage  tickets. 

The  Chairman.  Do  these  immigrants  with  whom  you  have  to  deal 
principally  settle  in  the  cities  or  on  farm  lands  ?  Do  they  work  in  the 
city  or  in  thj^  country  ? 

Mr.  Steiner.  The  bulk  of  the  recently  arriving  immigrants  from 
Hungary,  Italy,  and  the  Slav  countries  come  to  this  country  to  en- 
gage in  coal  mining,  in  factory  work^  construction  work.  They  are 
employed  in  the  coke  ovens  of  Pennsylvania.  They  will  engage  in 
any  kind  of  work,  almost,  as  long  as  they  can  earn  wages.  They  are 
in  the  big  cities.  They  are  in  the  industrial  regions.  They  are  all 
over  New  York  State  and  Jersey  and  the  Virginias  and  Pennsylvania, 
Ohio  and  Indiana. 

The  Chairman.  Principally,  then,  they  are  in  the  industrial  centers  ? 

Mr.  Steiner.  In  the  industrial  centers. 

The  Chairman.  You  are  advocating  the  establishment  of  a  postal 
savings  bank  without  any  particular  interest  in  the  matter  of  its 
organization,  the  details  of  the  organization? 

Mr.  Steiner.  Mr.  Chairman,  I  am  very  much  interested  in  all  of 
the  details,  but  I  think  I  am  not  competent  to  offer  su^estions. 

(At  2.10  o'clock  p.  m.  the  hearing  was  suspended,  and  resumed  at 
2*45  o'clock  p.  m.) 
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Mr,  Spbaoue.  Mr.  Chairman  aiwi  gentlemen^  my  interest  in  this 
subject  is  in  part  related  to  some  work  I  have  been  doing  for  tne 

Monetaiy  Commission  in  connection  with  the  history  of  crises  in  this 
country.    I  might  add,  however,  in  connection  with  something  said 
a  moment  ago  that  I  am  opposed  to  and  havj^  .>v^i*i|i^fe^  .e:2y;eJ^^ 
X)pposition  to  the  central-bank  proposition. 

There  are,  I  should  say,  certam  objects — six  in  numbei: — to  be  ponr 
.aidered  in  discussing  this  subject  of  nostal  savings  banks.  The  pur- 
pose is,  I  suppose,  to  encourage  thrift  by  providing  faciUties,  by 
providing  an  agency  which  will  he  safe,  and  which  will  also  have  tlifi 
confidence  of  depositors.  Those  three  requirements  seem  to  be  met 
by  the  postal  savings  plan  slightly  better  than  under  existing  savings 
arrangements,  but  only  slightly  better.  Facilities  could  be  more 
widely  extended  and  are  bemg  more  widely  extended  at  the  present 
time.  There  does  not  seem  to  he  much  lack  of  them,  and  the  National 
Government  cpuld  extend  them  still  more  widely  by  permitting  the 
fiational  banks  to  establish  agencies  for  the  receipt  of  savings  deposit?, 
where  there  is  now  no  bank,  on  condition  that  the  banks  clo3e  those 
branches  and  wind  them  up  in  case  of  the  establishment  of  a  local 
bank.  Many  banks  would  establish  agencies  for  the  receipt  of  sav- 
ings deposits  if  that  were  permitted  under  the  law,  and  by  that 
means  you  would  have  facilities  extended  quite  as  widely  as  would 
he  possible,  I  think,  under  the  postiil  sayings  plan.  The  f|tG^t^y 
ailment,  ther^ore^  ^oes  not  seem  to  me  very  strong. 

Safety  is  unquestionably  provided  in  many  of  the  States,  and  could 
certainly  be  provided  in  the  case  of  the  national  banks  were  the  bai^Qi 
authorized  to  segregate  their  deposits  and  were  they  required  to 
invest  them  under  conditions  somewhat  similar  to  those  of  the  be^t 
jpavings-bank  laws  in  certain  of  the  States. 

The  matter  of  trust  is  apparently  one  which  can  not  be  entirely 
met  by  existing  institutions.  UAquestionably  a  CQn^de;rable  £L\Lpar 
ber  of  people  will  have  greater  confidence  in  t|uB  govermnenit  gufui- 
;anty  Uian  they  will  have  in  the  banks. 

Such  persons  doubtless  ought  to  be  considered.  It  is  desirable 
that  these  timid  persons,  afraid  of  all  banks,  shall  have  a  place  iii 
which  to  put  their  savings  in  case  that  is  not  to  disturb  existing 
^vings  institutions  and  existing  inducements  to  save. 

There  is  another  inducement  to  save  which  has  not  been  men- 
tioned, and  thatisihe  rate  of  interest.  The  rate  pf  return  of  savings 
institutions  is  gener^y  3^  qt  4  per  cent.  That  is  an  inducement  ^ 
save,  and  it  is  an  important  ind\|cement  to  save,  one  as  worthy  <^ 
consideration  in  the  case  of  the  people  to  whom  it  appeals  as  the 
absolute  security  which  these  exceedingly  timid  people  must  have. 

I  am  inclined  to  the  belief  that  the  postal  savings  plan  will  be  an 
obstacle  to  the  development  of  other  savings  institutions  and  dimin- 
ish the  amount  of  deposits  upon  wliich  3^  and  4  per  cent  might  be 
paid,  and  will  be  paid  in  the  future  if  matters  contini^e  ^s  fit  pxeiseji.t. 
And  for  myself  I  am  as  zo^iich  <^cerned  for  these  persons  as  1.^^ 
t^Qse  tmuHroi^  persons  .irho  h^ve  figu^4l!0  Ifurgelyjin  l^us  jt^^%>gyi^* 
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Quite  apart  from  the  encouragement  of  thrift,  there  is  another  im- 
portant matter  which  should  be  considered  in  connection  with  savings, 
and  that  is  the  use  to  which  they  are  put.  I  suppose  all  would  agree 
that  particularly  in  those  parts  of  the  country  which  have  been  com- 
paratively recently  developed,  that  local  funds  should  be  used  locally; 
thftt  it  is  undesirable  to  take  money  away  from  Arizona  or  NebrasKa 
and  place  it  in  New  York  City  or  United  States  bmids,  it  there  is  an 
opportunity  for  its  employment  in  those  States. 

Many  persons  seem  to  think  that  they  liave  insured  the  emplo}^-' 
ment  in  Nebraska  of  Nebraska  sa\angs  by  having  the  Government 
turn  postal  savings  over  to  the  Nebraska  banks.  That  is  a  serious 
error.  These  postal  deposits  are  payable  on  demand  and  in  a  double 
sense.  They  are  payable  on  demand  to  the  depositor,  and  they  are 
payable  on  d^and  also  to  the  United  States  Grovacmnent  in  case  of 
any  ex^ency  • 

Deposits  payable  on  demand  must  be  used  for  short-time  loans. 

Those  parts  of  the  country  which  are  largely  agricultural  or  whicli  are 
engaged  in  extractive  industries  afford  a  very  narrow  field  for  the 
employment  of  funds  in  short-time  loans.  It  is  communities  engaged 
in  manufactures  and  in  trade  that  can  proporly  employ  and  safely 
employ  a  large  quantity  of  funds  in  short-time  loans.  New  England 
can  employ  an  enormous  quantity  of  funds  in  that  form.  But  the 
Western  States,  whidi  are  stilliaieely  agricultural^  can  not  and  do  not; 
and  at  the  present  time  there  is  dear  evid^ce  that  there  is  a  greater 
relative  superabundance  of  short-time  credit  available  for  loans  held 
by  the  banks  of  such  States  as  Nebraska,  Kansas,  Wyoming,  and 
Utah  than  there  is  in  the  case  of  States  like  Massachusetts  and  Penn- 
sylvania. This  can  be  shown  in  a  comparatively  simple  way  from 
the  returns  of  national  banks. 

As  you  know,  a  country  national  bank  may  keep  as  a  part  of  the 
required  reserve  a  deposit  in  a  reserve  dty  equal  to  9  per  ce^t  of  its 
net  deposits.  Taking  all  of  the  country  national  banks  together,  9 
per  cent  of  their  deposits  amounted  to  $251,000,000  last  November 
That  amount  of  deposits  they  could  place  in  reserve  and  central 
reserve  cities  and  it  would  count  as  part  of  their  reserve.  As  a 
matter  of  fact,  $443,000,000  were  thus  deposited  by  country  banks 
in  city  banks.  This  was  the  time  of  year  of  crop  moving,  when 
supposedly  the  country  banks,  especially  in  agricultural  sections, 
n^d  a  great  portion  of  their  funds.  I  selected  this  date  for  that 
reason ;  hut  very  similar  figures  would  be  shown  had  I  taken  other 
dates  when  returns  are  made  to  the  Comptroller  of  the  Currency. 

Now,  contrast  the  situation  in  this  respect  between  New  England 
and  tlie  Western  States,  the  Western  States  being  Nortli  and  Soutli 
Dakota,  Nebraska,  Kansas,  Oklahoma,  Montana,  Wyoming,  and 
Colorado. 

The  country  banks  of  the  New  England  States  could  count 
$25,000^000  as  reserve.  In  actual  fact  they  had  more  than  that; 
they  had  $42,000,000  of  deposits  with  city  banks;  but  the  excess 
deposits  of  the  group  of  Western  States  was  far  more  considerable. 
For  reserve  purposes  they  could  count  only  126,000,000,  while  their 
total  deposits  witli  reserve  agents  were  no  less  than  $64,000,000. 
Inis  IS  to  my  mind  conclusive  evidence  that  even  at  the  present  time 
the  banks  in  those  States  have  more  funds  thaa  they  can  employ  in 
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short-time  loans.  What  id  needed  in  the  development  of  those 
States  sc,  far  as  banking  is  concerasd  is  a^greiter  of  fuBtte 

availahh^  for  prolonged  use;  in  particular  fcfr  mt^  estate  loaiis. 

Tills  is  not  possible  under  the  nationa  banking  l*^' 
of  th<we  and  other  States  have  accumulated  over  $500,000,000  m 
Sek  savings  departments  and  over  $300,000,000  m  the  form  of  eer- 
Stes  of  deposit,  aU  of  which  must  be  invested  m  short-time  loans 
S?der  thf  pro^isiois  d  the  national  banking  law.  And,  similarly,  it 
would  be  necessary  for  ttoem  to  em^iloy  o^S^t^^^P^^^  ^^^^ 
they  might  secure  from  a  postal  savHigs  bi^  rf  y'ott  are  to  mato 
those  funds  iiavable  on  demand.  .  .  .  i 

This  is  a  matter  of  very  great  importance,  m  my  opm«^,  becwise 
the  principal  cause  of  the  breakdown  of  o^^banfang  ma<^^ 
our  Successive  crises  has  been  due  to  the  mabihtv  of  the  New  YoA 
banks  to  return  to  the  country  the  enormous  balances  deposited  or 
New  York  by  outade  institutions,  and  that  fund  is  con- 

blv^pXns  at  this  hearing  have  spoken  of  the  funds  going  to  the 
commercial  centers.  But  thei*  is  only  one  'CQJIimercial  or  monetary 
(.eiTi  in  tliis  count rv  which  has  what  m^j  be  e»Ued  an  mde&Mte 
demand  for  short-time  credit.  Chicago  has 
There  are  markets  there  of  a  speculative  natui^. which 
co^derable  quantity  of  funds;  but  an^r  large  banker  m  Boston  wiM 
SHou If  they  have  any  large  surplus  it  is  always  necessary  for  them 
Wa^  it  in  Kew  York.    New  York,  like  the  central  monev  markets 

of  Khei  countries,  can  ^Z^-^l^' Z'^C  u  lCtZ 

eredit  This  is  largely  because  of  the  sto^  maFket.  It  there  aie 
mo'  fumls  to  be  foaLd,  there  are  always  Pe^ple  i^dy^^^ 
stocks  on  margins,  and  at  the  present  time  in  New  York  over 
$1  500  000  00  Sf  the  loans  of  the  New  York  banks  ^  ^asedon 
Joilateral  s^^^^^^  as  contrasted,  as  well  as  I  can  learn,  with  about 
iSoO  oS,(KW  m  L  case  of  London,  whose  stock  market  is  concerned 

^^>h?vf  Ihrl^Igtl^^^^^  aa  our  banking  funds 

intTtht  one  f orm'of  shWthne  credit,  ^ons— ^  tli^^^^ 
this  accumulation  of  short-term  credits  m  New  York  wtuctt  nas  m 
tu in^Xd  fo  •  speculative  financial  purposes  in  very  lai^e  measure^ 

Now  if  the  national  banks  were  able  to  employ.  ^  portion  of 
foncte-funds  which  are  properly  savmgs  funas--m  l«?^g-tinie  1^, 
thSVcoSd  develop  the  resources  of  their  own  localities  more  com- 
ffiirand  at  th^  there  would  be  a  much  smaller  accu- 

SulSn^f  fon^  in  New  York  Qty,  which  fhe^^^f^^^^f^tt'te^^^^^ 
Sie  right  in  emergencies  of  drawing  away,  and  which  they  do  attempt 
lo  <W  awav  in^mer^encies,  but  which  the  New  York  Unks  have 
never  been  able  to  send  to  the  country  banks.  •  •  u 

You  wo  lid,  I  believe,  bv  such  an  arrangement  greatlv  tom^^^ 
strahi  upon  the  New  York  banks  and  the  likelihood  of  the  bwatang 
down  of  the  structure  of  credits  m  emergencies 
Mr  Small.  I  did  not  catch  your  last  proposition.  ,  „ 

m  ^^i^  Let  me  put  it  this  way:  Suppose  at  the  present  time 
th^-  ^say,  $700,000>  owed  by  New  ^^kj)^^^^^^^ 
tbr(^iitThout  the  country.    I  hold  that  if  that  amount  were  reauceu, 
let  i^^fav  tn400,OOo!o     or  $300,000,000  the  possiWe  strain  upon 
tl^  New^ork  banks  wiuld  be  vastly  less  m  emergencies.   This  strain 
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would  be  less  if  New  York  should  carry  on  its  various  financial  oper- 
ations more  largely  with  its  own  capital.  I  do  not  wish  to  be  under- 
stood as  ^l^ng  that  those  financial  operations  are  not  in  large 
jmvme  legitimate,  but  I  do  consider  it  undesirable  that  ^\  isconsin, 
Nebrteka,  or  Texis  should  provide  a  considerable  part  ot  the  funds 
upon  which  the  finaiwial  operatacAte  of  New  Ywk  ate  earned  on,  par- 
ticularlv  when  New  York  is  nevet  able  ki  ato  emeUroncy  to  send  badt 
to  Wisconsin,  Nebraska,  or  Texas  any  considerable  portion  of  the 
funds  which  it  has  received  from  them.     -.^     ,         ^  ... 

The  Chairman.  Let  me  suggest  you  modity  that  statement  to  tms 
effect  •  That  ordinarily  New  York  receives  from  the  country  districts, 
credite,  not  currency,  and  when  an  emergencv  arises  the  country 
dfetrict  wiwkts  cunency  instead  of  the  credit  which  it  has  deposited. 

Mr.  Spraou«.  I  Aouid  hardiy  thiak  I  could  agree  to  that.  If 
during  the  last  three  months  the  country  banks  which  have  had 
claims  on  New  York  had  determined  to  ca^  them  m,  so  to  speak,  to 
increase  their  own  cash  reserves,  they  would  haVe  had  the  r^ht  to 
money.  These  credits  largely  accrue,  for  example,  through  the  sale 
of  western  produce  abroad  or  to  consumers  m  the  Eastern  States. 
Tlwt  will  be  the  cause  of  the  increase  during  the  last  few  months  ol 

^S^^for^e^^^biw  kinds  of  merchandise  which  havebeen  exported 
the  New  York  banks  or  bankers  secure  foreign  exchange.  Oi  course, 
thev  mav  have  obligations  to  meet,  but  so  fit  as  the  country  banker 
is  concerned  he  is  provided  a  right  to  cash  from  Europe  wh^n^ram  or 

cotton  is  sent  out.  .     i  .    at  Vji.-ir 

Mr  Small.  And  while  the  countrv  bank  may  extend  to  Mew  XdrK 

what  is  prima  facie  credit,  still  at  the  time  it  is  extended  it  is  con- 

v^ible  mto  cash  if  the  country  bank  desires. 
Mr.  ^BAGUE.  Yes,  ait. 
Mr.  Small.  Convertible  into  cash  I 

Mr.  Sprague.  Exactly.  i.   •  •         *  . 

The  Chairman.  I  do  not  wish  to  take  up  your  tune  by  mjectmg  any 
discussion  which  properly  belongs  before  another  committee,  but  1 
dissent  verv  lar^elv  from  vour  statement,  and  I  think  it  could  easUy  be 
demonstrated  that  you  are  to  a  large  extent  wrong  if  jou  put  it  that 

SMLiotJis.  We  should  probably  differ  on  that.  You  will,  I 
think,  a<rree  that  if  at  the  present  time  it  were  possible  for  a  bank  in 
Nebraska  to  make  a  mortgage  loan  of  $10,000,  and  it  made  that  loan, 
that  that  would  serve  todevelop  Nebraska  to  that  extent.  Being 
unable  to  make  that  mortga-e  loan,  it  sends  ^^^e  money  to  New  York, 
or  allows  its  balances  there  to  accumulate.  If  the  $10,000  is  de- 
posited, the  country  bank  will  get  2  per  cent  or  i/  it  loans  it  on  call  in 
New  York,  it  wiU  perhaps  get  more.  Now,  I  hold  if  it  had  used  tliat 
$10  000  for  a  loan  in  Nebraska  it  would  not  have  had  the  SI 0.000  to 
draw  out  of  New  York  in  emergencies,  and  that  it  would  be  very 
much  better  both  tOr  Nebra^  and  New  York  if  they  did  not  have 
that  $10,000  or  $10,000  of  credit  to  draw. _  That  is  the  sum  and  sub- 
stance of  mv  contention .  I  care  not  a  whit  how  this  credit  is  created. 
It  ini^dit  have  been  used  by  the  banks  to  make  real  estate  loans  in 
develSping  the  resources  of  Nebraska.  It  can  not  now  be  so  used 
aadso  is  emploved  in  the  cities.  I  may  add,  however,  that  it  is  the 
system  whi^  leads  to  the  concentration  of  funds  that  i  consider 
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Carticularly  unsatisfactory,  no.t  the  policy  of  the  New  York 
anks. 

But  1  wish  to  show  you  how  it  seems  to  me  this  affects  the  postal 
8ayiii^-*bank  law.  If  it  is  deemed  durable  to  provide  savings 
facilities  for  those  persons  who  have  little  or  no  trust  in  banks.  I  believe 
that  the  amount  of  such  savings  which  any  individuid  should  be  per- 
mit tod  to  make  ouglit  to  be  limited  to  a  much  smaller  sum  than  is 
permitteil  in  the  present  l>ill.  Were  the  maximum  deposit  of  any 
intHvid'ial  to  he  hniited  to  $100  it  would,  in  the  first  place,  diminish 
the  burden  upon  the  Government  in  makins^  disposition  of  tliese  funds. 
And,  in  the  seeond  place,  it  seems  to  me  it  would  provide  all  reason- 
able faciUties  for  these  extremely  timorous  persons.  We  can  not 
expect,  and  no  one  seems  to  have  in  mind,  providing  safety  for  all 
classes  of  depositors.  The  unfortunate  widow  who  sold  her  fnm  for 
$7,000  was  mentioned  by  a  member  of  the  committee  yesterday.. 
Even  under  the  provisions  of  this  bill  she  would  have  lost  $6,500  in 
that  unfortunate^  affair,  because  only  $500  could  have  been  placed  in  a 
postal  saviiio;s  bank. 

I  beheve,  therefore,  that  $100  would  meet  every  reasonable  demand 
of  those  persons  who  are  not  in  position  to  reach  any  one  of  the  exist- 
ing banks  conveniently,  or  who,  through  ignorance,  are  timorous  of 
existing  banks,  or  who  wish  a  purely  temporary  place  of  deposit  for 
accumulations. 

In  the  second  place,  a  fund  or  deposit  limited  to  this  amount  might 
very  well,  it  seems  to  me,  be  employed  (directly  in  the  purchase  of 
United  States  bonds,  thus  making  this  postal  arrangement  altogether 
analogous  to  that  in  other  countries-  So  far  as  I  know  no  one  objects 
to  the  employment  of  postal  savings  in  bonds,  except  those  persons 
who  have  supposed  that  by  simply  turning  the  money  over  to  the 
Nebraska  or.  Arizona  bank  you  would  insure  its  use  in  Nebraska  or 
Arizona.  If  that  is  not  the  case,  and  I  submit  that  these  figures 
which  I  liave  presented  would  at  least  tend  in  that  direction,  why  not 
emi>l()V  this  money  in  the  most  simpl^  way,  in  the  ])urchase  of  govern- 
ment bonds,  and  direct  attention  to  the  desirability  of  enabling  the 
banks  of  the  country  to  employ  savings  deposits  in  long-time  loans? 

That  can  only  be  accomplished  to  any  purpose  hj  requiring  savings 
banks  or  banks  with  saving  departments  to  receive  their  money  at 
notice.  The  present  practice  of  the  savings  banbs  in  this  coxmti^  of 
paying  on  demand  is  a  vicious  practice,  because  the  mass  of  depositors 
do  not  unflerstand  tliat  the  savings  banks  have  the  right  to  exact 
notice,  and  consequently  wlien  they  do  exact  notice  in  emergencies 
tlie  depositors  do  not  understand  it  and  regard  it  as  very  closely 
ap I )ro aching  insolvency. 

Mr.  Gardxeb.  I  understand  from  your  figures  that  there  is  not 
only  ample  but  a  plethora  of  money  in  the  Western  States  for  short* 
time  loans? 

Mr.  Sprague.  Yes,  sir. 

Mr.  Gardxeh.  There  was  a  statement  made  liere  yesterday  by 
more  than  one  j)erson,  if  I  remember  correctly,  that  there  was  plenty 
of  money  available  in  those  States  for  good  mortgage  loans  at  5  per 
cent,  whicli  is  better  than  some  of  the  Eastern  States  can  do.  If 
there  be  plenty  of  money  available  there  at  5  per  cent  for  farm  loans, 
ipHiat  oottld  oe  gained  by  making  more  money  a;railable  for  that 
purpose  ? 
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The  CHAmMAN.  Before  he  answers  let  me  add  to  that:  I  think  it 
was  also  testified  to  tiiat  tiie  real  estate  mortgage  commanded  a  less 
rate  of  interest  than  any  loan  made  by  bankers  in  those  Western 

States  to  which  you  have  referred. 

Mr.  Lloyd.  I  can  answer  that  perhaps  better  than  he  can.  It  is 
not  western  money  that  is  loaned;  it  is  eastern  money.  It  is  money 
of  the  insurance  companies  of  the  East  that  is  not  loaned  tlirough  the 
channels  of  the  bank.  '  ^ 

Mr.  Shall.  That  is  my  understanding. 

Mr.  Llotd.  It  is  what  we  caU  iiuniranoe  money  loaned  that  way  at 

5  per  cent. 

Mr.  Small.  I  understood  that  was  the  method,  and  that  made  it 

possible  for  the  high  rate  of  interest. 

Mr.  Sprague.  I  do  not  know  how^  it  may  be  in  Kansas  and  Ne- 
braska. I  know  parts  of  New  England  where  banks  can  make  very 
good  loans  on  long-time  security.  I  would  also  add  that  if  Nebraska, 
Kansas,  and  other  States  have  become  so  prosperous  during  the  last 
few  years  that  they  have  surplus  capital  beyond  what  can  be  em- 
ployed in  their  own  limits,  that  then  it  would  be  more  profitable 
and  far  safer  for  the  country  for  them  to  invest  their  capital  m  the 
form  of  good  bonds  than  to  employ  it  in  short-time  loans  in  New  York, 
the  excessive  amount  of  such  cUstant  deposits  being  a  constant 
source  of  danger. 

The  situation  is  something  like  that  of  a  corporation  which  may  have 
an  enormous  floating  indebtedness.  That  corporation  is  not  in  a 
veiy  satisfactory  condition.  It  would  be  much  better  to  fund  some 
of  its  indebtedness.  Similarly  in  this  country  neariy  all  deposits 
in  our  banks  are  demand  deposits.  Consequently  an  excess!^ 
quantity  of  them  seek  employment  in  short-time  loans.  In  this 
respect  we  are  absolutely  different  from  Enghsh  banks.  Tlie  English 
banks  have  more  than  half  of  their  deposits  at  notice  and  they  can 
employ  their  funds  in  long-time  obhgations. 

If  there  is  no  further  demand  for  mortgages  and  other  long-tinae 
loans  for  developing  the  resources  of  Kansas  pnd  Nebraska,  then  then: 
banksy  so  far  as  they  have  a  savings  department^  would  better  put 
them  into  high-class  securities  notes  and  become  the  owners  of  rail- 
roads which  run  through  their  territory.  That  would  seem  to  me 
to  meet  the  question  if  it  is  true  that  the  demand  for  real-estate  loans 
is  already  fully  supplied. 

Mr.  Gardner.  Mr.  Lloyd  has  explained  that  is  by  eastern  capi- 
talists. As  the  question  is  now  left  they  would  have  to  reduce  their 
interest  on  mortgage  loans  below  that  asked  by  the  eastern  insurance 
companies  before  tney  could  use  it  for  that  purpose. 

Mr.  Sprague.  That  is  true;  but  would  not  4  per  cent  on  a  local 
mortgage  be  better  for  a  Nebraska  bank  and  for  Nebraska  than  the 
2  pei^cent  received  *on  balances  with  city  banks?  To  sum  up  the 
principal  interest  I  have  in  this  question,  I  might  say  that  tlie  only 
matter  which  has  not  been  covered  in  previous  hearings  would  be  in 
reference  to  crises  conditions,  in  particular  the  cause  of  the  breakdown 
of  tiie  banks,  their  suspenaon,  during  periods  of  diiiiculty.  That 
danger,  I  believe,  would  be  very  matsrially  diminished  if  deniand 
deposits  were  in  a  measure  converted  into  time  deposits,  and  if  the 
funds  were  employed  in  either  mortgage  loans  or  in  high-grade  bonds. 
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Mr.  LowDEN.  What,  in  your  opinioii,  wovAd  be  th«  effettt  if  a  con- 
tingency should  arise  tliat  in  the  administration  of  this  proposed  pos- 
tal savings-bank  law  all  of  the  funds  that  have  been  paid  in  by 
savings  depositors  should  be  invested  by  the  Government  in  govern- 
ment bcmds  and  other  securitiesj  what  effect  would  that  have  upon 
the  business  of  the  country  ? 

Mr.  SvRA&VK.  if  tke  fuiide  were  dMwn  out  and  invested  in  bonds, 
I  am  not  sure  that  there  would  be  a  veiy  different  effect  from  that 
which  occurs  when  the  Government  puts  out  a  bond  issue.  Prttsum- 
ably  the  Government  would  arrange  to  rec^ve  a  part  of  the  return 
from  the  banks  at  once,  and  the  remainder  

Mr.  LowDEX.  Just  there.  Government  bonds  are  held  in  large 
centers  of  population  and  in  financial  centers  generally  and  princi- 
pally, are  they  not  ? 

Mr.  S*»AGUE.  Not  in  any  country  except  the  United  States. 

Mr.  LowDKN.  I  am  speaking  of  the  Umted  States. 

Mr.  Spragtje.  In  the  United  States  they  happen  to  be  held  atmost 
altogether  by  the  national  banks. 

Mr.  T.OWDEX.  Would  not  the  Government,  in  going  out  and  pur- 
chasing those  bonds,  pay  out  that  money  in  financial  centers  ? 

Mr.  Sprague.  Not  necessarily.  It  depends  on  the  purpose.  If  it 
were  a  war,  it  would  depend  on  the  part  of  the  world. 

Mr.  LowDEN.  I  am  asking  you  when  the  bonds  were  purchased. 

Mr.  Sfbacmte.  When  the  bonds  were  purchased  I  should  expect  the 
Government  to  take  in  a  part  of  the  Booney  from  the  bajiks  then,  and 
a  part  of  it  a  month  later,  and  a  part  of  it  two  months  later.  J  sh^d 
not  expect  that  would  be  a  seriously  disturbing  factor  any  more 'than 
when  the  Government  retires  the  deposits  placed  with  the  banks. 

Mr.  LowDEN.  In  the  event  that  this  w  as  done  and  deposits  were 
withdrawn  from  banks  all  over  the  country  and  paid  out  principally 
in  New  York,  Chicago,  Philadelphia,  Boston,  St.  Louis,  and  so  on, 
would  not  the  inevitable  tmali  be  that  a  money  sirwgency  wQui^  be 
accentuated'^ 

•  Mr.  Sprague.  No.  ,  ' 

Mr.  Lo^vDE^.  It  would  not?  _ 
Mr.  Sprague.  The  banks  w  ould  pay  by  drawing  upon  their  New- 
York  and  other  correspondents.  They  would  send  almost  no  cash 
to  New  York,  and  unless  the  Government  left  it  on  deposit  in  large 
measure  with  New  York  banks  it  would  cause  them  a  good  deal  of 
trouble,  but  not  the  country  banks.  It  would  not  cause  the  country 
banks  any  great  trouble  un<ier  existing  law. 

Mr.  IjOwden.  You  are  familiar  with  the  panic  of  1897  ? 
Mr.  Sprague.  Yes,  sir. 

I^Ir.  LowDEx.  Was  that  the  ease  where  funds  were  drawn  out  all 
over  the  country  ? 

Mr.  Sprague.  No,  sir;  but  at  that  time  there  was  no  arrangement 
of  close  connection  between  different  cities  of  the  country,  so  that  the 
banks  could  draw  upon  New  York  practically  at  a  moment's  notice. 
They  simply  did  not  carry  balances  at  that  time. 

Mr.  LowDEN.  In  time  of  stringency  the  Grovemmeiit  would  not  do 
it  unless  the  exigency  was  one  of  financial  stringency.  Now.  in  case 
of  a  financial  stringency,  of  a  panic,  would  the  New  York  banks 
respond  to  a  call  alt  over  the  country  ?    Did  they  do  it  in  1907  ? 
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Mr.  Sprague.  No;  and  if  the  Government  were  to  withdraw  the 
deposits  in  a  period  of  financial  stringency  it  would  unquestionably 

force  on  a  suspension.  ,     xt      v   i  u  ^^a 

Mr.  LowDEN.  It  is  true,  is  it  not,  that  the  New  York  b»n^ 
other  corresponding  banks  in  the  country  did  not  respond  m  1907? 

Mr  Sprague.  The  New  York  banks  did  not  respond.  They  used 
some  money,  very  largely  to  meet  the  trust-company  situation  in  N  ew 
YOTk,  and  suspended  while  they  still  had  $220  000,000  m  their  van  ts. 

Mr  LowDBN.  Do  you  not  admit  it  would  take  some  time  for  a  redis- 
tribution to  take  place  all  over  the  country,  over  aU  sections  from 
which  it  had  been  withdrawn  ?  ^4.1, a^^^ 

Mr  Sprague.  It  would  not  be  withdrawn.    It  would  be  withdrawn 
from  the  balances  of  these  banks  in  New  York  Chicago  and  eteewhere 
but  no  appreciable  amount  of  money  would  be  taken  from  the  banks 
of  Nebraska  or  Utah  if  the  Government  should  call  in  all  deposits. 

Mr.  ^X)WDBN.  Is  it  not  true  that  banks  only  keep  balances  suhicient 
for  the  conduct  of  th^  buaness  t 

Mr.  Sprague.  No,  sir.  ,  .    1  ^  j  • 

Mr.  LowDEN.  Whm  their  balances  in  New  York  were  depleted  in 
this  way,  would  th^y  not  have  to  replace  those  balances  wit^  oth^ 

^Mr.  Sprague.  It  would  depend  on  whether  they  had  them.  But 
the  banks  would  much  prefer  to  deplete  their  balances  m  New  York 
to  deoleting  their  own  reserves.  Of  course,  they  nugnt  uso  part  01 
both,  but  I  do  not  b^eve  the  withdrawal  of  funds,  unless  it  were 
done  in  a  financial  emergency,  would  cause  great  dilhculty. 
Mr.  LowDEN.  That  is  the  question  I  asked. 

Mr  Sprague.  If  it  is  a  financial  stringency,  as  contrasted  with  a 
financial  emergency  of  the  Government,  I  think  it  would  caijse  veiy 
great  difficulty,  but  the  difficulty  would  be  m  the  money  centers  and 
not  with  the  country  banks.  .  ^1  ^ 

Mr.  Gardtstbr,  Beyond  that,  or  before  it,  there  are  a  thousand 
depositora  in  a  community  of  amounts  less  than  $500.  I  he  ^'fV>'^llJ 
of  them,  we  mu^t  assume,  keep  accounts  with  some  kmd  of  local  banks 

now.  The  postal  savings-bank  l»U  is  a  law,  Mid  they  pvt  that  money 
in  the  postal  savings  banks.  It  goes  mto  bonds  evcntuaUy.  The 
money  may  be  drawn  from  New  York,  or  no  matter  ^^^J^^^^J" 
from.^  The  bonds  are  sold  at  some  money  center,  /he  thing  is 
seeking  its  level,  and  all  that,  but  after  it  is  all  adjusted  will  not  the 
factTmain  that  the  money  of  the  $500  depositors  has  gone  out  of 
the  banking  capital  of  the  locality,  and  gone  permanently  ^ 

Mr.  Sprague.  It  depends  on  what  those  bonds  rcprrsmt,  1  should 
say.  If  a  Nebraska  bank  purchases  water  bonds  of  some  Nebraska 
municipality,  it  will  be  serving  to  develop  something  in  its  own  limits. 
But  if  it  is"  usiug  deposits  payable  on  demand  it  probabhr  wril  not 
purchase  a  local  security  to  any  great  extent.  It  will  purchase  bonds 
which  it  can  market  in  Chicago  or  New  lork,  and  in  that  case  the 
money  wiU  probably  go  to  a  distance.  tt       1  ci+.f^a 

Mr.  Small.  The  sMne  conclusion  would  apply  to  United  States 

Mr.  Sprague.  Yes,  su-.  That  is  why  it  seems  to  me  it  is  desirable 
to  limit  this  thing  very  definitely.  If  you  are  gom^  to  have  a  postal 
savings  system,  I  see  no  great  loss  to  any  community  by  pe^^ttins 
merely  $100  to  be  deposited  by  each  mdividual  at  the  low  rate  ot, 
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say,  2  per  cent.  I  do  not  believe  any  community  will  lose  very  much 
of  noonod  capital  for  its  own  development.  At  any  rate  it  will  lose 
fur  l(^ss  by  that  arrangement  than  it  will  lose  by  ])ermitting  $500  by 
the  existing  plan,  payable  on  ilemand;  even  though  you  turn  it  over 
to  your  local  banks.  Nearly  all  of  that  maney,  I  am  convinced,  will 
simply  (low  away  to  the  monev  ceot«8,  except  in  locahties  where 
there  happens  to  be  a  d^aod  for  commercial  credit  in  excess  of 
existing  banking  facilities.  * 

Mr.  Lloyd,  Are  you  in  favor  of  the  postal  banking  system  m  the 
United  States? 

"\fr.  Spra(U'e.  1  hardly  know.  As  a  mere  supplement  to  existing 
sa\inirs  arrani^ements  T  see  no  great  objection  to  it.  I  do  not  think 
it  desirable  to  establish  a  postal  savings  system  which  will  be  seriously 
detrimental  to  existing  savings  institutions.  If  you  can  establish  one 
which  will  do  somethmg  wh^e  they  seem  to  fiul  and  leave  the  field 
occupied  by  them  unobstructed^  w^  and  good. 

Mr.  Lloyd.  Do  you  think  this  particular  bill,  the  Senate  bill,  would 
accomplish  tliat  result  ? 

Mr.  Spkague,  No  :  I  do  not.  In  the  first  place  I  think  the  limit  on 
savings  is  excessive.  In  the  second  place  I  believe  that  the  turning 
over  of  money  in  this  way  to  the  banks  necessarily  limits  the  interest 
which  you  can  pay .  Banks  cfui  not  possibly  afford  with  safety  to  pay 
much  more  than  2  or  2^  per  cent  on  deposits  payable  on  demandf. 
In  most  parts  of  the  country  they  can  perfectly  well  pay  3^  and  4  per 
cent  on  deposits  which  are  not  payable  on  demand. 

Mr.  Lloyd.  What  would  you  fix  as  the  limit  ? 

Mr.  Spkague.  I  should  fix  the  limit  at  $100.  That,  I  think, 
would  meet  every  reasonable  demand  which  can  be  made  for  the 
ignorant  persons  who  put  their  money  into  money  orders. 

Mr.  T^LOYD.  How  would  jou  limit  the  mont^y  deposit?  Under 
this  bill  $100  may  be  deposited  in  a  given  month. 

Mr.  Spraoue.  That  is  a  difficult  matter.  There  are  a  few  classes  of 
men  who  receive  their  money  in  lump  sums,  sailors,  for  instance,  and 
it  mig^ht  be  undesirable  to  scale  down  the  monthly  amount  which 
could  be  put  in  ])y  dividing  it  by  five  and  bringing  it  down  to  $20. 
It  is  not  a  })()int  to  which  I  have  given  very  much  attention.  I  have 
been  more  interested  in  the  Question  of  the  maximum. 

Mr.  LowDEN.  Fixing  the  limit  at  $100,  could  not  a  Tery  small 
amendment  to  the  postal  laws  provide  for  a  very  cheap  money  order, 
or  one  without  any  expense,  payable  at  the  bank  of  issue  9  Would 
that  not,  practicafly  speaking,  comply  with  your  views  as  to  what  is 
actually  necessary  ? 

Mr.  Sprague.  I  think  so. 

Mr.  FiNLEY.  Drawing  no  interest  ? 

Mr.  LowDEN,  Drawing  no  interest. 

^Ir.  Spraoue.  The  interest  question  is  a  matter  of  opinion. 

Mr.  Lix>YDr  Your  idea  is  that  the  only  need  at  the  present  time  is 
the  need  of  the  timorous  who  think  they  have  no  place  in  which  to 
deposit  their  money,  so  that  that  could  be  saved? 

Mr.  Sp[{A(;rE.  Yes,  sir. 

Mr.  Li.ovi).  Yon  thmk  this  other  system  lie  su2;sests  would  furnish 
a  safe  place  without  expense  where  the  individual  might  deposit  his 
funds? 
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Mr.  Spraoue.  I  see  no  particular  objection  to  permitting  them  to 

have  interest  upon  it,  because  the  total  amount  which  would  be 

received  in  that  case  would  he  comparatively  small,  and  the  difficul- 
ties which  have  heen  so  forcihly  presented  reo^ardintr  transfer  of  the 
money  from  isolated  ])laces  would  diminish  very  much,  because  the 
total  amount  taken  in  would  be  very  much  less.  The  amount  of 
bookkeeping  would  be  diminished.  This  bookkeeping  question  is 
not  very  serious  to  my  mind.  I  should  think  it  would  be  possible  to 
establish  zones  with  a  postal  savings  supervisor,  with  a  central  office. 
Suppose  you  had  one  at  San  Francisco,  one  at  Salt  Lake,  one  at 
Denver,  and  so  on.  It  would  not  be  necessary,  I  believe,  to  concen- 
trate all  this  business  in  Washinp;ton  and  make  u  poor  fellow  in  Los 
Angeles  wait  the  better  part  of  two  weeks  before  he  coidd  get  his 
money.  I  do  not  think  such  difficulties  aie  insuperable  in  this 
country,  as  they  are  not  in  other  countries^  but  I  do  believe  the  par- 
ticular'measure  before  us  is  going  to  weaken  the  general  structure  of 
credit  by  increasing:  the  quantity  of  demand  deposits. 

The  Chairman.  Leaving  the  question  of  details  for  a  moment, 
what  do  you  think  of  the  advisability  of  passing;  any  leo:islation  ? 

Mr.  Sprague.  I  should  prefer  to  see  this  matter  go  over  to  be  con- 
sidered in  connection  with  a  national  savinij^s-bank  law  applicable  to 
the  national  banks.  By  that  device  1  think  you  can  encourage  thrift 
more  certainly^  because  through  those  banks  a  higher  rate  of  interest 
can  certainly  be  afforded,  and  also  because  you  would  convert  a 
quantity  of  demand  deposits  into  time  deposits. 

Mr.  Lloyd.  What  about  the  element  of  safety  and  security  in  the 
amendment  to  the  national  banking  laws  providing  for  savings 
departments  ^ 

Mr.  Sprague.  I  think  it  would  be  necessary  to  consider  carefully 
the  savings-bank  legislation  in  States  that  have  long  had  savings-bank 
laws,  and  an  amendment  could  be  prepaiad  without  very  much  labor 
which  would  secure  a  relatively  high  degree  of  safety;  but  that  does 
not  seem  to  be  a  question  for  this  committee.  I  only  mentioned  it  as 
a  possibility,  without  working  out  any  details. 

Air.  FiNLEY.  Have  you  any  sort  of  idea  how  much  money  is  out  of 
circulation  and  in  hiding? 

Mr.  Sprague.  No,  sir:  none  whatever, 

Mr.  FiNLEY.  Do  you  think  anybody  could  get  at  it  ? 

Mr.  Spbague.  I  do  not  think  so.  The  figures  as  regards  per  capita 
circulation  are  t^e  result  of  many  years  of  addition  and  subtraction  on 
the  part  of  Treasury  officials.  Take,  for  instance;  a  certain  kind  of 
money  and  start  back^  say,  in  1873,  and  establish  an  estimate  for  each 
year  of  the  amount  of  that  money  which  has  been  exported  and  the 
ampunt  that  has  been  imported,  and  so  on.  A  very  sKght  error  in  a 
particular  year  will  make  a  very  great  difference  in  the  course  of 
thirty  years,  as  the  mint  authorities  decided  thomselves  a  few  years 
ago,  when  they  determined  the  estimated  amount  of  gold  in  the 
country  was  $135,000,000  too  high.  Now,  it  is  not  improbable  Uiat 
for  the  same  reason  or  for  some  of  the  same  reasons  the  estimated 
amount  of  sUver  and  paper  money  in  actual  existence  is  more  than  it 
should  be. 

Mr.  LowDEN.  More  than  it  should  be  ? 

Mr.  Sprague,  The  Treasury  figures  exaggerate  tlie  amount.  But 
J  believe  all  of  this  money  that  is  in  hiding  would  come  out  if  $500 
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were  the  liaiit,  certainly,  and  that  nearly  all  o^E  it  woul4  coijcie  un4^ 
^  $100  limit. 

Mr.  FiNLBY.  That  presupposes  that  nobody  hoards  more  than  $100  ? 
Mr.  Sprague.  Oh,  there  are  doubtless  some  that  hoard  $2,600,  and 

probablv  more  than  that;  but,  practically,  I  believe  you  would  get 
most  of'^it.  I  should  think  anybody  who  hid  away  much  more  than 
that  was  an  incorrigible  miser  and  you.  would  hardly  get  it  out  in 

any  way.  , 
Mr.  FiNLEY.  I  understood  you  to  say  a  moment  ago  that  the  total 

circulation  was  lai^r  tiian  it  appears  from  the  reports  of  the  Treasury. 
Mr.  Spraqub,  xbat  it  is  too  much,  according  to  the  reports,  I 

think.  .      .     1   .     '  1 

Mr.  FiNLEY,  It  is  too  much  and  the  per  capita  cumulation  is  less 

than  it  appears  ? 

Mr.  Sprague.  Yes;  I  think  it  unquestionably  is.  I  thank  yoy 
for  your  attention  and  courtesy. 

(Thereupon,  at  5.05  o'clock  p.  m.,  the  further  hearing  of  this  sub- 
ject was  adjourned  until  to-morrow  morning,  Friday,  March  18, 
1910,  ^t  10  o'clock     m.,  ii^  the  regular  committer  ropjn.) 


Seventh  Avenue  Hotel, 

Pittsburg,  Pa.,  JfetrdkH  19i0. 

Hon.  John  \V.  Weeks, 

Chairman,  Washington,  D,  C. 
Di:\R  Sir:  I  respectfully  request  that  you  and  your  committee  cpineider  this,  ray 
earnc  t,  petition  against  the  adoption  of  the  postal  savings-bank  bill  now  pending 
before  ycmr  committee,  for  if  it  is  einAeted  into  tew  it  will,  m  my  opmion,  become  one 
of  the  moet  hanuM  l^eces  of  legislation  ever  enacted  by  Congress.  Let  me  P/eface 
my  remarks  with  the  statement  that  I  do  not  own  and  *evepf  omm  00^  4WW  W  «WM^ 
nor  li^  9^  o^e  with  a  b^^Upog  io^M^ix* 

IT  IS  PATERNALISM  RUN  MAD. 

The  purport  of  the  bill  is  to  furnish  absolute  securitv,  by  fiat  of  kw,  for  tl^  savii^p 
of  the  small  wage-earners  of  the  country  without  that  class  having  to  use  the  extensions 
above  their  shouldere.  There  are  those  who  seem  to  think  it  would  be  a  good  thing 
if  the  Government  should  guarantee  the  farmers  of  the  country  against  the  elements, 
siieli  as  frosts,  floods,  droughts,  etc.,  without  their  havincr  to  pay  an  adequate  sum  tor 
the  same  but  I  am  not  of  that  school.    Yet  that  is  the  theory  of  this  measure. 

The  chief  distinction  between  civilized  man  and  the  savage  is  that  one  provides 
for  his  old  a-e  and  the  other  gives  that  no  consideration  whatever.  In  ^aking  suc^ 
provision  civilized  man  realize?  that  he  must  use  judgment,  and  jUst  as  his  fi^AH^IaA 
action  is  based  on  Lood  jud-ment  bv  recognizing  facts  or  is  placed  at  haphazam  may 
it  be  called  a  safe  investment  or  speculation.  The  wise  lawgiver,  therefore,  wiU  never 
enact  a  law  which  would  tend  to  render  doubtful  an  investment  wisely  aa<J  cau- 
tiously placed,  even  though  the  imp^ovide^t  may  profit  by  it. 

mi^KESQ  IS  TOB  MOST  UeBFOTi  AOBNOT  IN  COHMfi&C^;. 

Commerce  is  an  invention  of  civilized  man  and  a  bank  i-  the  most  useful  agencyin 
carrvinj;  out  that  ifivention,  for  bv  manufacturing  credit  it  ecoiioniizes  capital  ilie 
thin^  which  make-  ])ankinu  pro^tabie  is  deposit>^,  for  that  capita!  couW  not  afford  le 
supplv  vaults,  furniture,  fixtures,  officers,  and  clerks  to  look  after  that  capital  or  to 
loan  it  To  do  that  all  that  would  be  necessary  would  be  an  mexpen^ve  hole  m  the 
wall  So  that  all  those  costly  expenditures  are  made  for  the  prot^tion  aiid  con- 
venience of  deposits.  Most  of  a  "bank's  obligations  are  payable  on  demand  It  is 
^  only  fimmcM  institution  which  is  en  all  ©ccasMHis  expected  to  meet  aU  its  obli- 
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fictions  in  cash  on  deman<}»  and  it  is  the  least  able  of  financial  institutions  to  comply 
with  such  assumption  without  outside  aid.  The  average  corporation  with  ample 
capital  and  eflScient  management  is  proof  against  failure,  but  there  is  another  element 
wl^ich  enters  into  the  stability  of  a  bank— retention  ^of  public  confidence— which  is 
%t  Uffi^  as  fictJ^  ^  the  win^d. 

AN  AJT  ILLUSTRATION. 

Suppose  you  and  I  are  colaborers  working  for  the  same  industrial  institution,  each 
able  to  save  $2  per  week.  In  making  the  selection  of  a  bank  in  which  to  deposit  your 
savings  you  act  cautiously  and  wisely.  You  first  ascertain  if  those  in  control  are 
cautious  and  experienced  bankers  and  sustain  good  reputations  for  honesty  and  fair 
dealing.  Not  only  do  vou  do  that  to  begin  with  but  thereafter  you  constantly  keep 
on  the  lookout  to  know^if  they  maintain  the  reputation  they  bore  when  you  began  to 
deal  with  them.  You  are  promised  4  per  cent  interest  on  your  deposits.  In  making 
my  selection  I  use  neither  caution  nor  judgment,  but  I  am  actuated  solely  by  the 
promise  of  6  per  cent  interest  on  my  money.  Things  woark  smoothly  fcH-  several  yean 
whOT  a  widely  spread  industrial  disturbance  occurs,  and  Madam  Rumor  says  that  my 
bank,  in  ocda  to  meet  ito  inteceet  charges,  accepted  some  doubtful  loans.  A  run 
ensues  on  my  bank  and,  as  I  exercised  no  judgment  in  making  my  selection,  I.  like 
the  majority,  make  a  rush  for  my  money  and  take  it  to  the  postal  savings  bank  Others 
do  likewise  and  cause  its  failure.  Not  only  does  my  bank  fail  but  a  run  is  made  on 
the  conservatively  managed  institution  you  had  the  foresight  to  select.  But  the 
failure  of  those  two  banks  is  a  small  part  of  the  injury  done  our  community,  for  con- 
fidence is  destroyed,  capital  is  timid  and  is  afraid  to  take  hold,  the  industrial  ^^tu- 
tion  which  furnished  us  with  employment  has  to  close,  and  during  our  enforced  idle- 
ness we  soon  wnpin*^  the  sbqubU  savings  we  made  during  the  past.  I  say  the  Govern- 
ment can't  affoid  to  do  any  act  which  would  even  tend  to  disturb  public  confidence  in 
privately  managed  institutions.  It  would  lie  expensve  and  a  most  pernicious  policy 
for  the  Government  to  attempt  to  guarantee  our  farmers  against  the  elements:  but, 
Mr.  Chairman,  the  harm  resulting  therefrom  would  be  nothing  compared  to  that  under 
mck  a  law  as  is  proposed  by  this  bilL 

DOUBTFUL  CONSTITUTION AUTY  QF  TIUS  MfiASUAE. 

Let  us  next  direct  your  attention  to  the  doubtful  constitutionality  of  this  meaeim. 
You  could  not  guarantee  the  fanner  gainst  the  elements,  because  Ae  Constitnimn 
db^es  you  with  no  mich  authority.  Neither  does  it  clothe  you  with  direct  auth<Mity 
to  guaraijitee  ^e  wage-earner  against  a  loss  of  his  savings,  and  the  ojnly  way  you  can 
mUfe  it  constitutional  is  by  misstating  the  real  purpose  of  the  measure— that  is.  to  fur- 
nl^  a  market  for  government  Becurities.  Yet  we  have  the  richest  Government  on 
earth,  because  its  citizens  are  the  orratest  producers  of  weaith  that  history  records. 
You  may  make  it  constitutional  bv  libeling  the  Government,  and  1  shall  show  you 
the  authority,  because  I  wish  to  point  out  the  harm  resulting  from  the  congressional 
legislation  which  brought  forth  that  decision.  In  Veazie  Bank  v.  Fenno  (8  Wall.), 
Chief  Justice  Chase  announced  that  wheu  Congress  stated. the  object  of  a  measure  was 
one  thing  it  was  not  within  the  power  of  the  court  to  go  beyond  such  statement.  The 
act  tJiOT  ronnd^ed  by  the  court  was  the  one  which  annihilated  the  ' '  Suffolk  Banking 
System  <rf  New  England,"  the  nearest  approach  to  a  safe  and  scientific  financial  system 
tfeda country  ever  had.  The  only  way  in  which  (^ongress  could  destroy  that  system— 
a  system  which  made  New  England  banking  and  bank  notes  a  syroMvin  of  and  for 
soundness  and  honesty— was  through  the  t'lxing  power  of  ihe  Constitution,  and  it 
accomplished  it  by  im)KS'ng  a  tax  of  1  per  cent  on  the  deposit^.  |>er  cent  on  the 
capital,  and  10  per  cent  on  the  circulation  of  those  banks.  In  a  sirong  dissenting 
opinion  delivered  in  that  ca-e  Mr.  Justice  Nelson,  among  other  things,  said: 

"This  makes  an  aggregate  of  some  16  per  cent  imposed  annually  upon  those  banks. 
*  *  *  The  imposition  upon  the  banks  can  not  be  upheld  as  a  tax  upon  property; 
neither  could  it  have  been  ccmtmded.  It  is  mmply  a  mode  by  which  the  powers  or 
6M;ulti?s  of  the  States  to  incorporate  banks  are  subject  totaxBtion,  and  which,  if  main- 
tainable, may  annihilate  those  powers.'^ 

We  refer  to  the  above  legislation  to  show  the  similarity  of  tIk-  dnnhrfr.lne^s  of  the 
constitutionality  of  the  legislation  which  gave  us  our  dual  l)ankin<r  system  and  the 
proposed  legisfetion.  But  those  legislators  were  acting  when  conditions  were  quite 
different;  the  responsibility  of  maintaining  the  credit  of  the  Government  during  its 
darkest  period  rested  on  their  shoulders,  and  they  could  afford  to  be  charged  by  a 
member  of  the  greatest  judicial  body  on  earth  with  using  ot  resorting  to  a  subtorh^ 
to  accomplish  another  end,  and  that  end  was  to  give  m  our  b<xid-ewi^»d  bank-note 
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cuiTency  and  dual  banking  system.  Let  us  see  about  that.  At  present  it  is  permis- 
sible for  five  or  more  persons  to  organize  two  banking  institutions  and  do  a  perfectly 
lawful  business  through  one  which  would  be  unlawful  if  done  through  the  other  at  Uie 
flame  time  and  in  the  same  place,  and  vice  versa.  Law  is  supposed  to  be,  and  should 
be,  a  science.  The  common  law  is  based  on  scientific  principle  (reascm);  so,  also, 
were  other  legal  systems,  such  as  the  civil  law;  but  the  laws  enacted  by  {Nu^liaments 
and  congresses  are  seldom  founded  on  scientific  principles.  Instead,  expediency  is 
the  underlying  basis.  It  become?  necessary,  therefore,  to  clothe  government  with 
the  power  of  monopoly  in  the  matter  of  legislation,  for  it  is  only  by  strict  enforcement 
of  the  law  of  a  parliament  that  we  may  know  that  the  plausibility  set  forth  by  the 
legislator  will  actually  accomplish  the  purpose  claimed  for  it.  Sir  Edward  Coke  once 
said:  ''If  I  were  asked  what  the  common  law  was  on  any  question,  and  I  should  fail 
to  give  a  correct  answer,  I  would  be  ashamed  of  myself;  but  if  I  were  asked  what  the 
law  of  Parliament  was  on  a  question^  imd  I  dtould  give  a  correct  answer,  I  would  be 
surprised  at  myself. The  legal  philosopher  can  not  go  far  asianv  when  he  knows  he 
is  advising  about  a  law  based  on  reason,  but  it  k  mere  g&mwm  "whm  he  begins  to 
jq>eculate  cm  an  act  based  on  expe^l^mcj. 

CBSniT  MAT  BK  MO&E  WitSmOXJBhr  INFLATKJD  MX  BANK  DSP08ITO  THAN  BT  BANK  NOTB8. 

This  is  I  he  opinion  of  all  sound  financial  writers.  Henry  Dujxning  McLeod,  in  his 
History  of  Economics,  page  400,  says: 

**A  sudden  increase  of  deposits  is  therefore  nothing  more  than  inflation  of  credit, 
exactly  similar  to  a  sudden  increase  oi  bank  notes.  Deposits  are  nothing  but  bank 
notes  m  disguise." 

The  New  York  Evening  Post,  in  a  wrfl-considered  article  on  this  subject,  says: 
Inflation  through  excessive  expansion  of  deposits  is  taut  moate  dangerous  in  its 
immediate  results  than  inflation  through  excessive  expansion  of  bank  notes,  because 
bank  notes  will  inevitably  be  widely  scattered,  so  that  it  will  take  time  to  accumu- 
late them  for  a  run  by  the  public,  whereas  a  run  of  depositors  may  begin  on  an  hour's 
notice." 

Expansion  of  bank  deposits  is  necessary  to  manufacture  credit  and  is  perfectly 
harmless  if  done  properly  at  the  right  time,  but  such  an  expansion  which  would 
inflate  credit  during  the  dull  summer  months  would  not  do  so  if  done  diuing  the 
busy  Ml  months.  The  introduction,  therefore,  of  this  new  factor  in  the  banking 
bueoness,  which  is  at  present  overdone,  and  place  in  control  of  it  untried  and  inex- 
peri^ced  men,  and  it  is  bound  to  be  a  disturbing  factor,  and  thus  give  the  country 
a  third  banking  system.  But  that  is  not  all;  for  if  you  set  the  example  to  the  States 
to  eno;age  in  this  business  and  tell  them  the  Federal  Government  is  going  to  do  so 
to  f  ':niish  a  market  for  its  securities  some  of  them  will  do  so,  and  they  can  do  so  con- 
stitutionally. Then  we  would  have  the  fourth  banking  system  or,  rather  conglom 
oration. 

Ivlr.  Chairman,  you  are  a  practical  banker,  a  ixiemberof  the  Monetary  Conmiission, 
and  on  the  House  Committee  of  Banking  and  Currency;  have  been  a  student  of 
finance  and  realise  the  great  responsibility  resting  on  you  to  give  the  country  a  sound 
and  scientific -monetary  system.  I  know  you  resdize  that  if  this  measure  should 
become  a  law,  it  would  further  complicate  your  efforts  at  a  correct  solution  of  this 
problem.  Certainly  you  do.  and  I  know  that  if  the  other  members  of  the  Committee 
on  Post-Oflices  and  Post-Roads  liad  given  the  subject  the  same  study  you  have,  it 
would  never  become  a  law.  Tlie  fact  is,  Mr.  Chairman.  1  am  due  you  an  apology  for 
writing  you  at  such  length  on  the  very  A,  B.  C's  of  finance,  and  my  excuse  for  doing 
so  is  to  make  myself  thoroughly  understood  l)y  those  members  of  the  conmiittee  who 
have  given  this  subject  no  special  consideration. 

A  CONBTrrUTIONAIi  OATH  VBBSUS  A  PARTT  PLBDOB* 

The  next  proposition  to  which  I  shall  direct  attention  is  the  fact  that  your  party 

has  made  this  a  platform  demand;  but  on  that  score  the  opposing  party  is  as  deep  in 
the  mire  as  your  party  is  in  the  mud.  I  am  not  one  of  those  who  believe  in  legislation 
by  party  platform,  and  when  such  demands  are  of  doubtful  constitutionality  I  believe 
the  legislator  is  fully  justified  in  rising  up  and  denouncing  it  in  (Mnphatic  terms.  But 
when  the  legislator  attempts  to  carry  out  a  party  pledge  of  doubtful  constitutionality, 
he  should  do  it  by  direction  and  not  by  indirection  by  using  the  same  argument  in 
the  legislation  which  was  used  in  the  party  platform.  Your  party-platform  demand 
reads  as  follows: 

''We  favor  the  establishment  of  a  postal  savings  system  for  the  convenience  of 
the  people  and  the  encours^ment  of  thrift/' 
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If  those  words,  or  words  conveying  the  same  intent,  be  incorporated  in  the  bill  as  the 
object  of  such  kgkdation,  no  injury  would  result,  for  the  courts  would  render  it  null  and 
void  As  the  opposii^  party  adopted  the  same  party  demand  the  i)eojjle  \\  ere  not 
educated  on  the  subject.  It  is  quite  certain  that  they  were  not  told  that  in  order  to 
secure  such  lesjislation  their  legislators  would  have  to  violate  the  letter  and  spirit  of 
then-  organic  law;  a  law  which  is  the  only  barri?r  between  the  people  and  then  Repre- 
sentatives in  Congress;  a  law  which  was  formulated  by  the  truest  patriots  and  wisest 
lawgivers  that  ever  assembled  in  convention  since  the  dawn  of  creation,  and  viewiM 
their  great  labor  nearly  one  hundred  and  thirtjr-liTOe  years  after  it  was  perfMmed, 
we  wonder  if  it  was  not  to  meet  just  such  a  contii^ncy  as  this.   It  seems  so  to  us. 

THE  HOUSE  IS  NOW  THE  CONSERVATIVB  BODY  OF  CONORESfl. 

In  conclusion,  Mr.  Chairman,  let  me  state  that  there  was  a  time  when  the  Senate  was 
the  conservative  body  of  Congress,  but  that  time  has  passed,  for  the  House,  of  which 
you  area  worthy  and  distinguished  Member,  reflects  the  conservatism  of  the  country 
and  the  one  to  which  the  people  must  look  for  sound  legislolion.  Tlierefore  1  apjieal 
to  you,  to  the  important  committee  over  which  you  preside,  and  to  each  Member  of 
your  distinguished  body,  irrespective  of  party  affiliation,  to  protect  the  public  against 
this  invidious  piece  of  legislation.  I  am  just  a  plain  citizen  <rf  the  United  States,  and 
as  I  am  unknown  to  the  members  of  your  committee,  I  believe  it  incumbent  on  me  to 
state  the  place  of  my  nativity  and  raising-Haie  Twelfth  Texas  Congreasional  Dis- 
trict—that you  may  inquire,  if  you  wish,  whether  I  have  so  lived  as  to  wainnt  a 
patient  consideration  at  your  hands. 

Believe  me,  most  sincwely  and  v^  respectfully, 

R.  C.  MlLLtKEM. 


OomClTTEE  ON  THE  PoSTOfMOE  AND  PoST-RoADS, 

Friday,  March  18, 1910. 

The  committee  was  called  to  order  at  10.35  a.  m.,  Hon.  John  W. 
Weeks  (chairman)  presiding. 

STATEMEHT  OF  MB.  ASTHUB  E.  HOLDER,  OF  THE  LEGISLATIVE 
COMMITTEE,  AMSBICAM  FEDSEATIOM  OF  LABOE,  WASH- 
INGTON, D.  C, 

The  Chairman.  Mr.  Holder,  do  you  come  before  us  by  authority 

•to  represent  the  American  Federation  of  Labor  in  this  matter  9 

Mr.  Holder.  Yes,  sir. 

The  Chairman.  Do  you  represent  anyone  else? 
Mr.  Holder.  No,  sir. 

I  want  to  have  placed  before  the  committee,  Mr.  Chairman,  and 
to  have  included  m  the  record,  the  position  that  the  American 
Federation  of  Labor  has  taken  upon  the  question  of  postal  savings 
banks.    I  will  not  burden  the  record  by  including  the  resolutions  of 

very  early  date,  but  simply  confine  myself  to  the  two  recent  ones; 

one  in  tlie  year  1905,  which  was  adopted  at  the  Pittsburg  conven- 
tion, and  which  was  reaffirmed  at  Minneapolis  in  1906,  at  Norfolk  in 
1907,  and  at  Denver  in  1908;  and  then  I  will  read  to  you,  for  the 
record,  the  last  resolution  of  the  convention  at  Toronto,  Canada,  in 

November,  1909, 
The  Chjormak,  These  are  annual  conventions  that  you  are  refers 

ring  to,  are  they? 

Mr.  Holder.  Yes,  sir.    And  also  for  the  sake  of  exhibiting  the 

spirit  of  the  representatives  at  those  conventions,  I  not  only  give 

you  the  text  of  the  resolutions  as  adopted,  but  the  verbatim  text 

of  the  resolutions  as  introduced  and  as  they  were  amended  and 
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finally  adopted,  so  that  i*  will  be  clear  to  the  members  of  the  com- 
mittee the  exact  sense  of  this  highest  expression  of  thought  of  our 
organization,  the  American  Federation  of  Labor. 

In  1905  a  resolution  was  introduced  by  Herbert  S.  "\Miiteman,  of 
the  Central  Labor  Couxuul;,  of  Jamestowu,  N.  Y.,  aad  it  reads  as  fol- 
lows: 

W  hereas  it  is  a  well-known  fact  that  the  poat-office  sayi^s-bank  de^utments  oper- 
ated by  foreign  countries  are  not  only  succeeaful,  but  beneficed  to  all  the  people;  and 

Whereas  tiie  adoption  of  a  aavnigs-bank  system  in  connection  with  the  Poet-Office 
Department  of  the  United  Stat^  would  not  only  be  a  safeguard  and  a  bleaui^  to  tiie 
people,  but  a  pajdng  department  of  our  Government:  Therefore  be  it 

Resolved^  That  the  American  Federation  of  Labor,  in  its  twenty-fifth  annual  con- 
vention assembled,  for  the  protection  of  the  earnings  and  savings  of  the  people  of  the 
Urited  States,  hereby  goes  on  record  in  favor  of  the  establishment  of  a  savings-bank 
system  in  connection  with  the  Post-Office  Department  of  the  United  States;  and  be 

it  further  —  .  , 

Resolved,  That  the  American  Federation  of  Labor,  through  its  ofBciitls,  calls  upon 
the  orcanized  labor  of  America  to  ag^te  thSa  afl-iJcnportjait  queiftion  att^  ieamertiy 
Woark  for  its  ado]Ation. 

Now,  that  is  the  text  of  the  resolution,  Mr.  Chairman,  as  submitted. 
Hie  committee  to  which  it  was  referred,  the  committee  on  resolu- 
tions, recommended  that  the  resolution  be  concurred  in,  with  the 
followix^  amendment:  After  the  words  "through  its  officials,"  in  the 
last  paragraph,  add  "have  prepared  and  presented  to  the  Congress 
of  the  United  States  a  bill  calling  for  a  postal  savings-bank  system, 
and."  The  recommendation  of  the  committee  was  concoirred  in  after 
consideration  by  the  convention. 

As  I  said  earlier,  tlie  resolution  was  affirmed  at  later  conventions, 
and  this  is  the  last,  that  was  adopted  at  the  Toronto  convention  in 
1909.  It  was  presented  by  Delegate  Thomas  Flynn,  of  the  Brother- 
hood of  CarpenteiB,  and  the  text  of  it  reads  as  foUows: 

Whereas  the  frequent  failures  of  private  banking  inafitutions  have  caused  a  wide- 
spread feeling  of  distrust  among  the  working  people;  and 

Whereas  a  convenient  and  absolutely  safe  method  of  depositing  ocnall  savings  can 
ea^y  be  provided  in  a  postal  savings  bank;  and 

Whereas  this  has  been  indorsed  by  both  the  Demoenctic  and  Republican  parties: 
Therefore  be  it 

Resolved,  That  thi«  convention  call  upon  the  parties  named  to  redeem  their  pledges 
and  ask  Coogreas  to  pass  a  comprehensive  postal  savings-bank  act. 

The  committee  to  which  this  resolution  was  referred  necoaisxiended 
that  it  be  amended  by  striking  out  the  third  idsieifeas  md  amending 

the  resolve  so  that  it  would  read  as  follows: 

Whereas  the  frequent  failures  of  private  banking  institutions  have  caused  a  wide- 
spread feeling  of  distniPt  among  the  workingmon;  and 

Whereas  a  convenient  and  absolutely  safe  method  of  depositing  small  savings  can 
easilv  be  provided  in  the  postal  savings  bank: 

Resolved,  That  this  convention  calls  upon  the  United  States  Congress  to  pass  a  com- 
prehensive postal  savings-bank  act. 

That  is  the  full  text  of  the  resolution  as  reported  from  the  commit- 
tee on  resolutions.  The  committee  recommended  the  adoption  of 
the  resolution  as  amended,  and  on  motion  the  recommendaU^m  of  the 
committee  was  concurred  in. 

For  the  further  estabUshment  of  the  position  of  the  organization 
upon  this  question,  I  hand  also  for  the  record  the  economic  declara- 
tions of  the  American  Federation  of  Labor,  consisting  of  twenty 
clauses,  the  last  of  which,  No.  20,  is  as  follows:  "We  favor  a  system 
of  United  States  Government  postal  savings  banks." 


POSTAL  SAYINQB  BANK. 


1S7 


That  is  all  I  have  to  offer,  because  I  think  tliat  it  would  be  simply 
e<ft\mish£g  UlMiecfeSsary  time  of  the  committee,  and  the  text  of  the 
^iutions  express  clearly  the  wiriies  of  the  men  r^resented  in  that 

oigaUii^fSiiEioh.         ^       .  . 

The  Chairman.  1  wotild  like  to  ask  you  two  or  three  questions, 
Mr.  Holder.  V\lien  the  Federation  of  Labor  m  <x)nvenlion  passes 
upon  such  a  matter  as  this,  is  a  committee  appointed,  and  ordmarily 
do  you  accept  the  report  of  the  committee?  How  much  consider- 
ation, in  other  words,  is  given  to  the  study  of  such  a  question  as  this? 

Mr  tlOLDER.  Well,  just  as  much,  Mr.  Chairman,  as  it  is  possil)le 
wieh  the  mass  of  other  d^estions  that  are  brought  up  for  considera- 
tion. #ith  regaM  t6  ifiU  particular  quesfion  I  might  say,  however, 
that  at  the  later  conventions  it  has  not  recMved  as  complete  s 
study  as  at  earhet  conventions,  when  the  subject  was  new.  Eariier, 
along  in  the  nineties,  the  matter  was  seriously  considered,  and  m 
fact  the  demand  was  very,  very  intense;  and  of  late  years  it  has 
become  practically  an  accepted  opinion  among  our  people  that, 
as  laiik  is  something  that  is  required,  there  is  a  unanimity  of  feehng 
itt  tofectrng  it,  attd  that  we  will  finally  obtain  it.  ^  .     . . 

tl^e  ChaibSian.  What  is  the  position  of  the  American  Federation 
of  Labor  regarding  the  Goverftment  going  into  business,  as  a  general 

proposition?  ^' 

Mr.  HoiJ)ER.  I  would  not  care  to  assume  the  responsibility,  Mr. 
Chairman,  of  committing  the  Federation  to  the  principle  of  that 
question.  I  believe,  however,  that  it  has  no  reservation  whatever  m 
saying  that  so  far  as  government  securitv,  the  safety  oi  savings,  and 
fot  the  encoirfagement  of  thrift— I  don't  think  there  is  the  slightest 
hesitancy  on  the  part  of  any  of  the  members  but  what  thev  would  be 
willing  for  the  Goverftineflt  to  go  to  that  extent  of  pubUc  business. 

The  Chairman.  The  reaso*  1  ask  that  question  is  because,  as  jrou 
may  know,  the  Government  has  been  making  envelopes,  embossing 
stamps  upon  the  envelopes,  and  printing  a  return  card  Upon  them  for 
a  great  many  vears.    The  printers  of  the  country  have  been  making  a 

Erotest  against  that  procedure.  I  have  had  a  great  many  protests 
•om  printers  and  labor  oi^anizations,  and  the  protests  are  based  on 
the  impropriety  of  the  Government  competing  with  private  interests 
in  busine^.  In  that  particular  case  the  work  is  done  by  contract,  so 
that  the  Government  does  not  actually  do  it.  I  want  to  call  that 
matter  to  vour  attention,  because  a  postal  savings  bank  is,  in  a  sense, 
competition  with  private  interests.  We  do  not  know  how  much  or 
how  little  it  will  amount  to  in  this  country.  But  the  banking  inter- 
ests are  very  large,  the  amount  of  capital  invested  is  enormous,  and 
the  number  of  people  directly  and  indirectly  em])loYed  is  very  large. 

Mr.  HoLJ>ER.  Before  you  leave  that  question  I  might  be  per- 
xMtted  to  say  that  with  regard  to  the  organization  that  I  directly 
represent — happen  to  be  a  machinist — the  feehng  is  strong  toward 
the  point  of  the  Government  building  its  own  battle  ships,  colliers, 
and  revenue  cutters,  and  all  of  its  equipment  used  at  sea,  either  for 
the  protection  of  the  nation  in  case  of  war,  or  the  protection  of  the 
nation  Math  regard  to  the  collection  of  revenue. 

The  Chairman.  Has  the  Federation  any  definite  views  which  you 
care  to  express  about  the  kind  of  bill  that  should  be  framed  ?  I 
mdtiSi  bylthat,  the  offices  where  the  system  shall  be  establiahed,  the 
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manner  of  disposing  of  the  deposits,  whether  they  should  be  per- 
manently inyested,  or  whether  they  shall  remain  subject  to  call  in 
the  banks,  etc.    Have  you  any  views  to  expr^  on  those  points  ? 
Mr.  Holder.  I  believe  that  our  people  are  perfectly  satisfied  to' 

let  that  remain  to  the  best  judgment  or  the  representatives  in  Con- 
gress. We  want  the 'principle  established.  W  e  want  a  comprehen- 
sivo  liieasure.  We  don't  want  a  bill  upon  which  different  interpreta- 
tiouo  could  be  placed  that  would  be  injurious  to  the  principle.  We 
are  perfectly  satisfied  to  allow  the  details  of  the  bill,  or  the  general 
framing  of  it,  to  remain  absolutely  in  the  hands  of  the  Representsr 
tives  in  Congress^  beUeving  that  they  are  going  to  use  their  very  best 
judgment. 

Tlie  Chairman.  Mv  own  theory  of  the  establishment  of  new 
metliods  of  government  like  this  is,  that  they  should  be  commenced  in 
a  small  way  and  develop  from  an  experimental  standpoint,  other- 
wise we  are  liable  to  make  serious  mistakes,  and  it  is  extremely  diffi- 
cult to  take  a  back  step,  because  you  may  involve  some  vested  inter- 
est, either  of  cajutal  or  labor  or  otherwise,  the  moment  you  make  a- 
move.  That  being  the  case,  and  if  we  were  goingf  to  authorize  these 
banks  in  certain  localities,  would  it  be  your  judgment  that  they 
should  be  authorized  lirst  in  industrial  communities,  or  in  farming 
communities  (  Different  people  who  have  appeared  before  the  com- 
mittee seem  to  feel  that  differeut  classes  of  people  need  these  banks 
more  than  others. 

Mr.  Holder.  We  always  take  the  broad  ground,  Mr.  Chairman, 
that  what  is  good  for  one  is  good  for  all.  We  do  not  ask  for  legisla- 
tion for  rural  industries  or  for  urban  industries.  We  ask  for  l^isla-- 
tion  for  aU  the  people,  and  we  would  like  to  see  this  so  diversified  that 
it  would  cover  practically  every  handet  where  there  would  be  a  possi- 
bility of  a  person  desiring  to  make  a  deposit  in  a  bank,  and  where 
they  would  he  offered  a  full  opportunity  to  make  it. 

The  Chairman.  You  would  not  be  in  favor  of  the  Government 
establishing  such  a  system  as  postal  savings  banks  without  using 
proper  care  that  the  Government  should  be  reimbiu^ed  for  all  its 
expenditures,  would  you  ? 

Mr.  HoiJ>ER.  No,  sir.  We  would  expect  that  every  care  would 
be  provided. 

Tiie  CuAmMAN.  What  liave  you  to  say  re<>;ardin<i;  a  proposition  like 
this:  In  Massachusetts  the  savings  banks  have  $700,000,000  of  sav- 
mgs  deposits  and  2, ()()(), 000  depositors,  who  are  gettini>:  very  nearly 
4  per  cent  on  their  money.    They  are  mutual,  as  you  know.  The 

general  impression  is  that  if  these  postal  savings  banks  were  estab- 
shed  2  per  cent  would  be  paid  to  depositors.  What  do  you  think 
the  depositors  in  Massachusetts,  for  instance,  will  think^  and  how 
Yirill  they  act,  if  in  one  system  of  banks  they  can  get  substantially  4 
per  cent,  wftile  in  the  government  bank  they  will  get  only  2  per  cent  ? 
Do  you  think  that  will  mean  that  they  will  move  later  on,  when  they 
get  their  money  in  the  government  bank,  for  a  higher  rate  of  interest  ? 

Mr,  Holder.  That  is  practically  an  academic  question,  and  I 
think  it  is  beyond  the  power  of  eitlier  of  us  to  be  able  to  foresee.  It 
would  depend  largely  upon  the  question  of  confidence.  If  the  people 
of  Massachusetts,  the  several  million  that  you  spoke  of,  that  have 
that  $700,000,000  of  deposits,  have  every  confidence  in  the  mutual 
savings  baidra  of  Massachusetts^  they  wdl  leave  their  money  there 
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at  4  per  cent.  The  moment  that  they  feel  that  those  banks  are  not 
safe,  and  that  there  is  an  opportunity  for  greater  security  provided 
by  postal  savings  banks,  if  the  bill  is  enacted,  they  would  take  refuge 
under  the  provisions  of  it. 

Now  with  regard  to  the  rate  of  interest,  I  question  if  the  rate  would 
ever  exceed  3  per  cent  under  the  most  favorable  circumstances,  and 
that  it  would  take  years  to  even  raise  it  to  that. 

The  CflAmMAN.  Do  you  not  think  that  the  Grovernment  could  even 
maintain  the  3  per  cent  rate  of  interest,  and  pay  the  espenses,  by 
making  investments  which  would  be  safe  9 

Mr.  Holder,  Not  without  there  should  be  a  terrific  demand  for 
money  at  some  time,  which  none  of  us  at  the  present  time  can  foresee. 

The  Chairman.  This  question  of  interest  is  a  matter  of  very  great 
importance;  the  rate  of  interest  to  be  paid.  For  instance,  the  depos- 
its in  the  Massachusetts  savings  banks  are  the  deposits  of  ])eo})le, 
ordinarily  speaking,  who  can  not  safely  invest  their  own  money.  If  I 
took  $1,000  to  a  Bussachusetts  savings  bank  and  asked  them  to  take 
it,  they  would  probably  refuse,  and  would  say:  "  You  can  invest  this 
money  just  as  well  as  we  can.  These  banks  are  for  the  purpose  of 
taking  care  of  the  money  of  people  who  have  no  facihties  for  knowing 
what  good  investments  are."  The  2,000,000  depositors  of  the 
3,000,000  population  in  Massachusetts  represent  a  very  large  element 
in  the  population;  in  fact,  pretty  nearly  everybody  of  small  means  in 
Massachusetts  has  a  savings  bank  deposit.  Those  banks  are  so  eco- 
nomical in  their  management  and  their  results  that  the  people  of 
Massachusetts — ai^  in  these  cas^  they  are  the  poorer  people,  the 
laboring  people,  if  you  like — are  receiving  $27,000,000  a  year  mterest. 
If  the  same  amount  of  money  was  in  postal  savings  banks  at  2  per 
cent  interest,  these  depositors  would  be  getting  $14,000,000  in  inter- 
est, a  net  loss  to  them  of  $13,000,000. 

Mr,  Holder.  I  would  not  expect,  Mr.  Chairman,  that  there  would 
be  a  demand  on  the  part  of  the  people,  nor  on  the  part  of  our  organi- 
ssation,  to  get  an  increased  rate  of  interest.  Your  relation  of  the  situa- 
tion in  li&ssachusetts  I  had  never  heard  related  so  concisely  and 
dearly  before,  but  it  demonstrates,  however,  to  me,  that  it  is  <he 
best  dlustration  that  could  be  possibly  given  of  the  demand  of  the 
common  people  to  have  some  safe  place  of  deposit.  Now  then,  this 
very  confidence  in  the  mutual  savings  banks  of  Massachusetts,  as 
you  say,  of  66  per  cent  of  the  population  who  have  deposited — they 
have  (leposited  in  those  banks,  and  why  ?  Because  they  feel  abso- 
lutely secure  that  their  money  will  come  back  to  them  on  demand. 
Now,  with  that  same  feeUng  established  throughout  the  whole  nation 
of  90,000,000  of  our  people,  and  if  we  have  66  per  cent  of  the  90,000,000 
with  savings  deposited,  we  would  be  a  greater  nation,  we  would  feel 
safer,  and  we  would  offer  a  more  united  front  in  pressing  forward.  I 
believe  that  we  are  safe  in  assuming  that  position. 

The  Chairman.  What  I  am  particularly  calling  your  attention  to 
is  that  postal  savings  banks  are  not  economical,  but  that  the  mutual 
savings  bank  is.  If  the  whole  country  had  the  sanie  system  of  mutual 
savings  banks  that  Maraachusetts  has,  and  their  deposits  were  as 
lai^  in  proportion  to  the  total  wealth  of  tihe  country,  there  would  be 
ten  billions  of  dollars,  in  mutual  savings  banks,  these  ten  billions  of 
dollars  at  4  per  cent  would  mean  about  $400,000,000  per  year  in 
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interest,  if  that  same  money  were  in  postal  savings  banks  at  2  per 
cent,  it  wotdd  mean  a  net  loss  to  4/he  woi»kiiig  people  of  the  country  of 
1200,000,000  a  year.  That  is  -the  stocH^st  ailment,  in  many 
respects,  that  can  be  urged  in  favor  of  the  «sta^Wi^iment  oi  msi^ifm. 

banks  as  against  the  estabhshment  of  postal  savings  bai^. 

Mr.  HoLDEK.  Yes;  and  you  carry  the  illustration  to  the  tuBest 
possible  end. 

Mr.  Stafford.  May  I  not  interpolate,  Mr.  Chairman,  that  your 
statement  is  predicated  upon  the  idea  that  mutual  savings  banks  are 
generally  estahUshed  throughout  the  countiy,  where  everybody  has 
the  advantage  of  depositiiig  their  ssvings  Hi  safo^^  seea!»  institu- 
tions ? 

The  C  hairman.  Of  course. 

Mr.  Stafford.  Whereas,  in  fact  they  are  only  Hmited  to  a  very 
small  section  of  the  country,  and  the  demand  for  postal  savings  banks 
comes  largely  from  the  sparsely  settled  sections  of  the  country,  where 
they  have  not  ^e  advantages  of  adequate  protection  for  their 

savings.  ,r        ^  J 

Mr.  Holder.  And  that  is  what  we  are  asking  for,  Mr.  btattord. 

I  thank  voii,  Mr.  Chairman,  and  gentlemen  of  the  committee. 
The  following  was  filed  by  Mr.  Holder  with  the  committee. 

SeONOMIC  DECLAEATIONS  OF  THE  AMERICAN  FEIMAAIIOM  <W  IABOB. 

American  Federation  of  Labor.   A  few  of  its  dedwations,  upon  which  it  appeala 
to  all  working  people  to  organize,  unite,  federate,  and  cement  the  bonds  of  ftatemtty. 
»  «  »  ♦  *  *  . 

19.  We  feivor  a  system  of  finance -whereby  money  idiall  be  iasued  exclusively  by  the 
Crovenunent,  with  audi  lobulations  and  reetrictions  as  will  joetoet  it  fam  naaipiua- 
•tion  byiiiebwldnginterestsfortheir  own  private  gain. 

20.  We  &vor  a  system  <^  United  States^  Government  postal  savings  bank. 

STATEMEHT  OF  MR.  JAMS  LEWIS  COWLES,  SECRETARY  POS- 
TAL FSOGSESS  LKAfiUS,  OP  Jlo.  361  ]B»OADWAY,  HEW  YOU 
CITY. 

Mr.  CowLEs.  Mr.  Chairman  and  gentlemen,  1  want  to  say  this,  in 
the  first  place,  that  I  am  thoroughly  conversant  with  the  mutual 
savings  banks  of  New  England,  one  of  the  most  successful  of  them 
hamng  been  estabhshed  in  my  own  Uttle  village  of  Farmmgton, 
Conn.,  and  for  many  years  !  was  a  borrower  in  that  bank  to  a  con- 
siderable extent,  and  I  am  Tery  well  acquamted  with  the  gwieral  con- 
dition of  things  with  reference  to  those  banks. 

I  want  to  sav  this,  that  the  fact  that  withm  the  last  tWo  years  the 
treasurer  of  the  Savings  Bank  of  New  Britain,  right  across  from  my 
own  village,  ran  away  with  $500,000  of  the  depositors'  money,  is,  in 
itself,  I  think,  the  strongest  possible  evidence  of  the  need  of  a  system 
of  savings  -banks  more  secure  than  can  be  obtained  by  my  system 
,of  private  savings  banks  now  in  existence. 

The  Chaibman.  Do  you  mean  by  that  that  you  would  di^plftce 

-savings  banks ?  ,  ,   ^,  'u 

iSTCowLEs.  No;  if  you  win  let  me  go  on  a  little  further  you  wiU 

see  what  I  have  to  say.    I  want  to  say  further  that  there  Was  a  sumldr 

mstance  in  the  State  of  Massachusetts  in  the  case  of  bturbndge, 

which  still  further  strengthens  that  position — — 
The  Ohaisman.  It  was  Southbridge. 


Mr.  CowiiES.  Southbridge.  And  also  this  other  instance  that 
happened  recently  in  the  State  of  Massachusetts,  I  believe  in  the 
town  of  North  Adams,  where  the  difficultv  there  arose  not  from  a 
defalcation,  but  from  mismanagement  as  to  the  funds  of  the  bank. 
I  think  it  was  North  Adams;  I  am  not  quite  sure. 

Ittte  Chaibman,  It  could  not  have  come  about  through  the  mis* 
imaiiag^ent  m,  the  distribution  of  the  funds,  ^because  the  Maasar 
diiisetts  hasaks  me  liioited  by  law  m  their  investments. 

Mr.  CowLSS.  The  investments  in  this  case  were  mortgages  on  real 
estate,  and  this  town  had  been  largely — don't  know  as  you  would 
call  it  boomed,  but  there  was  a  considerable  interest  in  manufactures 
there,  and  those  manufacturers,  if  I  understand  right,  failed,  and  the 
real  estate  went  down,  and  thei::e  was  a  y^j  considerable  loss  as  a 
result. 

1%.e  Cir»waffAN.  You  mean  a  hook  loss;  that  was  not  a  final  loss. 
Mr.  CowLEs.  You  are  pot^haps  awaie--4»iit  i  uadefstood  tiMkt  it 
WAS  a  final  loss. 

The  Chairman.  Oh,  no;  I  think  not. 

Mr.  CowLES.  But  however  that  may  be,  such  things  are  altogether 
possible  from  my  own  experience.  I  happen  to  know  sonietlung 
about  manufacture  in  my  own  State;  I  have  been  interested  in  it.  I 
know  of  it  in  the  Uttle  village  of  Unionville,  which  was  established  by 
my  father,  and  I  had  a  great  deal  to  do  with  tibe  general  advancemeiit 
of  it;  and  I  know  that  in  18^  most  of  the  mamrfactucers  in  that 
village  went  down,  and  but  cme  of  them  remained  sound  and  sf^e. 
And  at  the  same  time  there  was  a  movement  to  remove  that  industry, 
the  Upson  Company,  to  Cleveland,  and  excepting  for  a  sentimental 
feeling,  it  w^ould  certainly  have  gone,  and  wath  it  would  have  gone 
necessarily  a  falHng  off  in  the  value  of  real  estate  upon  which  the 
savings  banks  of  Farmington  held  extensive  mortgages.  I  think 
that  land  of  thing  is  very  likely  to  continue,  and  it  causes  an  element 
of  uncertainty  about  wmch  all  the  people  of  this  country  ^aie  fieieling 
^i^ery  deeply.  And  so  far  as  the  mutual  savings  banks  are  concerned, 
that  is  just  exactly  the  <me  thing  that  we  are  seeking  to  establish,  a 
^system  of  mutual  savings  banks,  run  by  all  the  people  and  in  behalf 
,of  all  the  people;  a  system  of  mutual  savings  banks  that  will  be  abso- 
lutely secure  and  far  more  convenient  than,  can  be  obtained  in  any 
other  fashion. 

Now,  as  to  convenience;  it  is  a  little  while  ago  that  I  received  a 
letter  from  a  lady  who  was  spending  the  summeo'  in  tibue  old  town  of 
New  Hartford,  Ckum.,  and  me  said  to  me  tibiat  she  was  receiving 
continual  requests  of  her  working  friends  in  the  nei^borhood  to 
take  care  of  their  money  for  them,  and  therefore  asked  that  I  would 
do  all  that  I  could  to  aid  this  movement  in  behalf  of  the  establish- 
ment of  postal  savings  banks.  And  I  may  say  with  reference  to 
that  very  town,  that  within  the  last  few  years  its  entire  manufac- 
turing  interests  were  moved  down  to  the  South.  I  have  forgotten 
'Whether  to  Aiabama  or  to  Geoi^ia.  £^t  of  course,  tibe  value  of  the 
^real  estate,  upon  which  these  wece  more  or  less  mortgages  h^d  by 
savings  banks,  materially  failed. 

Now,  there  is  no  question  about  it  that  there  is  a  considerable 
feeling  of  distrust  that  is  expressed,  and  was  expressed  yesterday 
and  the  day  before  by  the  members  of  the  Bankers'  Association  who 
•were  k^m.   Eaqji  and  .ev^y  one  j^i  ^those  jmen 
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they  were  not  absolutely  safe,  and  practically  their  evidence  was 
to  this  effect:  That  if  you  had  a  system  of  postal  savings  banks, 
that  system  would  carry  with  it  a  sense  of  safety  in  regard  to  con- 
siderable of  the  deposits  of  those  banks,  and  that  it  would  therelore, 
perhaps,  deprive  them  of  a  certain  amount  of  their  deposits. 

My  position  is  this,  that  if  vou  estabhsh  this  system  of  postal 
savings  banks,  that  system  itself  will  regulate  the  private  banks  of 
the  country,  forcing  them  to  take  especial  precautions  as  to  their 
investment's  so  that  their  investments  may  be  safe  aUd  carry  with 
them  the  general  confidence  which  we  ask  for  here. 

Now  there  is  another  point  so  far  as  interest  is  concerned  that  I 
want  to  speak  about.  If  these  banks  are  loaning  money  out  they 
would  only  get  2  per  cent  interest.  It  seems  to  me  very  well  that 
arrangements  might  be  provided  to  the  effect  that  those  who  borrow 
shall  be  able  to  get  the  funds  they  need  at  a  very  smaU  per  cent  of 
interest.  We  have  to  consider  in  regard  to  this  matter  not  simply 
the  men  who  put  money  into  the  bank,  but  the  men  who  borrow  from 

the  bank.  ^  i.  4- 

The  Chairman.  You  would  not  have  the  Government  attempt  to 

regulate  the  rates  of  interest  at  which  money  should  be  loaned,  would 

^^Ib.  COWLBS.  I  am  not  at  all  sure  but  that  these  savings  banks 
might  be  arranged  so  that  under  proper  regulations  money  might  be 
loaned  directly— might  be  loaned  on  real  estate— if  proper  protection 
were  offered  through  the  intervention  of  the  States  themselves.  I  am 
not  going  to  deal  with  that  part  of  the  proposition  at  this  moment, 
but  we  do  insist,  gentlemen,  that  only  by  a  system  of  savings  banks 
can  the  people  be  properly  secured. 

The  Chaieman.  Speaking  of  security,  if  you  will  allow  me  to  intro- 
duce this  comment,  no  one  will  contend  that  any  privately  managed 
corporation  is  as  satfe  as  the  Government. 

Mr.  CowLES.  Exactly.  •   o    ^uu  -j  *k« 

The  Chairman.  But  you  have  mstanced  a  case  m  bouthbndge,  the 
first  instance  of  that  kind  that  Massachusetts  has  had  for  th^teMi 
years.  I  believe  I  am  correct  in  saying  that  the  percentage  of  loss 
to  depositors  in  Massachusetts  mutual  savings  banks  is  the  smallest 
percentage  of  loss  in  any  system  banks  anywhere  in  the  world. 

Mr.  (SwuBS.  That  may  aU  be.  Then  the  very  fact  that  you  have 
had  this  failure  in  recent  years   ^ 

The  Chairman.  It  was  not  a  failure;  it  was  a  pm-e  case  of  theft. 

Mr.  CowLES.  The  very  fact  that  that  has  occurred  at  this  period  is 

in  itself  most  significant.  ,    .  1   ^  xi. 

•  The  Chairman.  Do  you  think  that  it  is  possible  for  the  Uovem- 
ment  to  insure  against  postmasters  steahng,  or  others  stealing,  who 
may  be  handling  government  funds?  ,    ,r  • 

Mr  OoWLES.  I  am  very  much  inclined  to  think,  Mr.  Chairman, 
that  T)ostmasters  might  well  be  elected  by  the  districts  m  which  they 
serve,  and  those  districts  might  weU  be  made  responsible  for  the  nien 
who  serve  them.  I  think  that  that  might  very  well  be  done,  and  1 
shall  expect  to  see  it  done  in  the  not  very  distant  future. 

But  there  is  a  widespread  distrust  throughout  this  country,  and 
well  founded;  I  think  that  the  defalcation  perhaps  m  Southbridge, 
and  I  am  very  sure  that  the  defalcation  in  N(?w  Britain,  was  due  to 
this  fact— that  the  treasurer  erf  the  bank,  I  am  veiy  certam,  m  JNew 
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Britain,  had  been  accustomed  to  make  investments  for  the  bank  in 

railroad  bonds  and  railroad  stocks  which  are  speculative.  He  was 
very  successful,  I  think,  in  New  Britain,  in  doing  that  work. 

The  Chairman.  Please  do  not  apply  that  to  Southbridge,  because 
the  Massachusetts  savings  banks  can  not  invest* in  railway  stocks. 

Mr.  CowLES.  They  do  invest  in  railroad  bonds. 

The  Chaibman.  In  certain  railroad  bonds ;  yes. 

Mr.  CowLBS.  But  I  think  I  am  safe  m  saymg— I  will  not  be  abso- 
hitely  sure — that  is  a  matter  of  opinion  rather  than  a  fact— but  I  am 
pretty  sure  that  that  is  the  case,  that  he  went  to  New  York,  bought  his 
bonds,  or  whatever  stock  he  might  buy,  very  successfully  for  the 
bank,  and  then  was  led  to  think  that  he  might  do  it  himself.  But 
the  evil  in  this  is  in  the  speculative  spirit  that  exists  throughout  the 
whole  country  to-day,  which  in  itself  carries  with  it  a  great  feeling  of 
uncertainty.  And  the  common  interest,  gentlemen,  demands  that 
that  shall  he  done  away  with. 

Now,  there  is  apother  thing.  With  a  system  of  postal  savmfp 
banks,  every  depositor  in  those  banks  is  going  to  have  an  interest  m 
the  Government  such  as  he  never  had  before,  and  the  result  will  be 
that  he  will  take  a  much  deeper  interest  than  ever  before  in  the  men 
who  are  chosen  to  care  for  his  property.  I  think  that  that  is  a  matter 
of  the  most  tremendous  interest.  In  no  other  way  can  the  depositor 
become,  to  my  mind,  so  interested,  and  have  that  deep  interest  and 
control  of  his  own  d^osits  as  he  can  throi^h  his  representatives  in 
Congress. 

Mr.  Lloyd.  Mr.  Cowles,  according  to  your  system,  you  would 

increase  the  amount  of  the  deposits,  would  you  not  ? 

Mr.  Cowles.  I  would  increase  the  amount ;  yes. 

Mr.  LiLOYD.  I  mean,  the  limit  of  the  deposits  authorized  by  this 
bill 

Mr.  Cowles,  In  regard  to  the  provisions  of  this  bill,  if  I  had  my 
way  about  it  I  would  provide  that  through  the  banks  the  investments 
might  be  made  for  larger  amounts  of  government  stocks  and  bonds, 
as  IS  the  case  to-day  in  En^nd.   I  think  that  would  be  a  proper 

thing  to  do.  ,  •     *  • 

Mr.  Lloyd.  And  you  would  increase  the  limit  of  deposit  of  $500 

to  what  ? 

Mr.  Cowles.  I  don't  know  as  it  is  necessary  to  increase  it  to  any 
amount,  but  I  think  it  would  be  desirable  to  provide  that  where 
larger  amounts  were  placed  in  the  hands  of  the  Government  that  they 
should  be  permitted  to  secure  their  investment  in  government  bonds. 
That  is  the  way  m  England  to-day  Mid  it  is  successfully  done. 

Mr.  Lloyd.  Your  argument  has  been  along  the  fine  of  larger 
deposits,  evidently,  because  you  have  been  speaking  of  it  as  a  system, 
in  contradistinction  to  the  system  that  is  now  in  vogue. 

Mr.  Cowles.  Yes. 

Mr.  I^LOYD.  And  I  gather  that  your  argument  is  based  upon  the 
idea  that  these  postal  savings  banks  should  displace  the  present 
system,  and  if  they  do  displace  the  present  system,  then  there  should 
be  a  greater  limit  within  which  deposits  might  be  made. 

Mr.  CowxES.  I  don't  think  it  necessary  to  enlarge  the  limit  at 
present.  I  think  that  is  a  matter  that  ean  be  easily  taken  care  <4  in 
the  future 
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Mr.  JjLOTD.  But  it  would  be  necessary  to  take  care  (rf  it  in  the! 
future,  according  to  your  idea,  would  it  not  ? 

Mr.  CowLES.  That  would  depend  upon  circumstances.  If  in  the 
fiEture  the  mutual  sayings  banks  afford  to  the  pubUc  the  safety  and 
convvnieiice  that  the  'pwolic  demarads,  then  there  might  not  he  any 
occasion  for  it.   But  ttie  point  I  want  to  mfake  is  thii»  

Mr.  Lloyd.  There  would  be  no  qnestaon  ahmt  the  salety.  . 

Mr.  CowLEs.  Exactly;  no  question  about  the  safety.  !&it,  Mr. 
Lloyd,  it  will  certainly  be  the  best  possible  regulator  as  to  securing 
greater  safety  from  the  private  banks  of  the  country,  which  rest,  on 
one  hand,  on  more  or  lees  of  speculation,  while  on  the  other  hand  it 
rests  

Mr.  Jmotd.  lEkm  can  the  fniyate  mstitntiofui  of  to-day  be  mode 
strongiBF  and  safer  than  they  af€r  now  f 

Mr.  CowLEs.  It  is  not  my  prormce  ait  this  time  to  take  up  thufe 

view,  to  take  up  the  consideration  of  that  question.  I  simply  state, 
and  I  think  it  will  appeal  to  you,  that  the  safety  and  the  security 
given  to  the  pubUc  by  the  postal  savings  bank  will  of  itself,  and  with- 
out any  further  action  on  the  part  of  the  States,  even,  force  tlie  people 
who  woudd  like  to  h«ve  their  money  deposited  with  the  savings  banks, 
to  give  the  uttermost  posable  security  for  their  investmei&ts.  They 
wouhl  ^t  their  share  of  the  saying  wUeh  smm  of  us  who  are  perhap» 
more  timorous  would  put  in  the  han<fe  of  postal  swyings  banks. 

The  Chairman.  You  have  spoken  with  approvri  of  the  postal 
savings  banks  of  England,  and  the  investments  in  government  securi- 
ties. I  suppose  you  are  aware  that  from  a  business  standpoint  the 
postal  savings  banks  of  England  are  bankrupt,  are  you  not  ? 

Mr,  C!owLES.  I  rather  think  not.  I  do  not  think  the  postal  savings 
banks  are  bankrupt,  with  the  whole  of  England  behind  them. 

The  Chaibman.  Neither  do  I.  But  I  say  from  a  business  stand- 
point, if  you  liquidated  the  English  postal  savings  banks  there  wonld 
be  a  defic'it  of  something  like  $120,000,000. 

Mr.  CowLES.  I  am  not  ready  to  discuss  that  part  of  the  question. 
That  is  not  a  practical  thing.  The  point  about  this  business  is  that 
all  the  government  property  would  be  behind  tliose  banks. 

The  Chairman;  But  the  point  that  I  want  to  call  your  attention 
to  is  this.  You  have  been  criticising  the  method  of  investment  of 
mutual  savings  banks,  perhaps  with  some  reason;  I  wiU  not  entirely 
deny  that,  because  they  are  not  perfect.  But  in  the  getvemmental 
management  of  the  postal  savings  banks  in  England  the  money  haM 
been  so  invested  that  its  principal  has  depreciated  more  than  15  per 
cent.  I  don't  remember  the  exact  price  of  English  consols,  but  there 
is  a  deficit  in  England  of  about  $120,000,000,  with  deposits  not  much 
larger  than  those  in  the  mutual  savings  banks  of  Massachusetts. 

Mr.  CowLES.  Whether  that  be  so  or  not,  the  people  of  England 
deposit  in  those  banks,  knowing  that  so  far  as  they  sre  eoncemed, 
they  are  safe.   That  is  the  point  that  I  am  making. 

Mr.  Lloyd.  But  the  other  side  of  it  is  someth»ig  th»t  ought  to  be 
considered  as  well.    The  people  are  interested  in  both  sides,  are  they 

not?  ■  ,      P  ^i- 

Mr.  CowLES.  The  first  thing  that  interests  the  people  of  this 
country  to-day  is  security — the  public  confidence,  the  public  security, 
the  public  prosperity— and  for  that,  as  I  understand  it,  you  gentlemen 
are  assembled  here. 
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T3ie  CBAna&AN.  Now,  Mr.  Cowles,  let  me  call  this  to  your  attention: 
U  those  banks  in  England  were  li(]|uidated,  as  I  have  suggested,  them 
would  be  no  doubt  that  the  depositor  would  get  his  money. 

Mr.  CowLEs.  Exactly. 

The  Chairman.  He  is  the  interested  party,  and  the  Enghsh  Gov- 
ernment is  solvent,  so  the  depositor  would  get  his  money.  But  how 
would  the  Enghsh  Government  pay  that  money  ?  By  a  general  sys- 
tem of  taxation?  An4  therefore  I,  a  man  without  any  interest  in 
these  savings,  without  any  interest  in  Ihese  deposits,  would  be  taxed 
to  reimburse  you,  or  rather  the  depositor,  for  money  which  had  been 
left  with  the  Government. 

Mr.  CowLES.  Of  course,  Mr.  Chairman,  you  brought  that  point  up, 
because  I  claim  this:  If  the  depositor  in  these  savings  banks  is  to 
take  a  greater  interest  than  ever  before  in  the  Government,  then  he 
is  goii^  to  be  naghty  careful  that  the  men  who  represent  him  in 
Congrak  are  going  to  take  ^od  care  of  his  property  and  to  see  that 
it  is  used  in  the  oommcm  mterest.   I  think  that  meets  the  case 

exactly.  j      •  u  l 

The  Chairman.  But  Cong^jess  will  have  nothing  to  do  with  the 

disposition  of  the  funds, 

Mr.  CowLES.  Why  not  ? 

The  Chairman.  The  Senate  bill  provides  for  a  board  of  trustees 
to  handle  these  funds  and  to  carry  out  

Mr.  CowLES.  But  that  board  of  trustees  should  be  at  all  times  in 
the  control  of  the  people's  Representatiw^e.   That  is  what  you  are 

here  for.  » •  i  i 

The  Chairman.  Let  me  make  this  suggestion:  Do  you  thmk  tha* 
the  House  of  Representatives,  made  up  of  good  men  as  it  is,  would 
be  as  safe  a  board  of  investment  as  the  board  of  trustees  of  a  mutual 
savings  bank? 

Mr.  CowLES.  I  should  be  very  sorry  if  they  were  not. 

The  Ghahiman.  I  should  be  marvelously  surprised  if  they  were. 

Mr.  COW3.BS.  WeU,  now,  I  think  that  very  lew^  Mr.  Weeks  ia> 
here  

The  Chairman.  But  leaving  out  the  personal  equation  entirely. 

Mr.  CowLES.  This  is  the  personal  equation,  the  fact  that  Massa- 
chusetts has  sent  a  man  here  preeminently  able  to  represent  them  here 
is  of  itself  mighty  good  evidence  of  the  position  that  I  take.  Further 
than  that,  I  say  the  same  of  all  the  Representatives  of  Connecticut — 
Mr.  BUI,  Ml.  Henry,  Mf.  Sperry,  and  all  the  other  men  who  are  here. 
They  are  pretty  safe  man  to  look  after  the  common  interest,  and  I 
think  the  same  thin^  may  be  said  of  the  members  of  this  committee 
here.  As  I  look  at  it,  the  real  issue  in  ihia  whole  matter  is  the  ques^ 
tion  as  to  the  functions  of  government.  I  think  that  is  the  whole 
issue  here.  The  question  is  whether  the  Government  shall  be  a 
mutual  business  corporation,  looking  after  the  general  interests  of 
all  the  people. 

Afc,  LdLOTB.  You  do  not  mean  to  convey  the  idea,  do  you,  that  the 
Congress  should  have  control  in.  any  wsay  exerting,  in  directing  what 
should  bo  tbo  \b/w  ? 

Jfr.  CowLBS.  I  will  tell  you  what  I  was  going  to  say.   I  serioush^ 

object  to  a  board  of  trustees  as  appointed  by  this  oill,  for  that  would  be 
practically  made  up  by  the  President  himself.  It  would  be  practically 
puttiog  tie  whole  bi^iness  in  the  hands  of  the  President  of  the  United 
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States.    I  do  not  believe  in  that.    If  I  had  my  way  about  it,  if  I 

were  a  Member  of  this  House,  I  should  advocate  a  board  of  trustees 
at  least  as  large  as  that  of  the  Savings  Bank  of  Schenectady,  which 
is  coinposed,  as  my  friend  Mr.  Johnston  said  yesterday,  of  13  members. 
And  1  diould  like  to.  see  the  board  made  up  in  this  way:  Three 
mraibers  who  are  appointed  as  they  are  here,  and  10  others,  each 
one  of  them  a  Memoer  of  the  House  of  Representatives,  and  taken, 
one  of  them,  from  each  of  the  10  districts  mto  which  the  country  is 
divided  by  the  Interstate  Commerce  Commission.  And  in  that  ease 
I  should  expect,  and  I  think  this  would  be  the  result,  that  then  you 
would  have  a  postal  committee  practically  holding  office,  of  course, 
through  their  time  in  Congress  until  their  successors  were  elected; 
a  postal  committee  always  in  close  contact  with  the  people  and  thor- 
oughly conversant  with  the  establishment.  And  I  think  that  you 
would  find  tiiat  liiose  men  would  be  elected  continu^ly  yey  after 
year. 

Mr.  Llotd.  Then  you  would  have  the  same  trouble,  would  you  not, 
that  the  Congress  is  now  having  about  the  Joint  Committee  on  Print- 
ing; you  would  have  the  Government  engaged  in  commercial  busi- 
ness; you  would  have  Congress  performing  two  functions,  holding 
two  offices  at  the  same  time. 

Mr.  CowLES.  You  are  doing  a  commercial  business  right  now. 
The  Post-Office  itself  is  a  commercial  business. 

Mr.  Lloyd.  But  tibe  Post-Office,  as  such,  is  controlled  by  an  ad- 
ministrative officer,  fmd  not  a  legislative  officer. 

Mr.  CowLES.  Well,  you  have  the  Interstate  Commerce  Commis- 
sion, which  you  call  a  legislative  body  to-day. 

Mr.  Lloyd.  But  the  Interstate  Commerce  Commission  is  in  no 
sense  a  legislative  body,  because  it  has  no  power  to  pass  a  law. 

Mr.  CowiiES.  It  is  practically  given,  by  Congress,  a  very  large 
power  as  to  making  rates. 

Mr.  Llotd.  But  it  does  not  fix  rates.  All  that  the  Interstate 
Commerce  Commission  can  do  to-day  is  to  sav  that  a  rate  is  a  rear 
sonable  rate  or  is  not  a  reasonable  rate.  It  nas  no  power  to  fix  a 
rate. 

Mr.  CowLES.  I  think  that  the  Congreiss  of  the  United  States  is  the 
common  business  corporation  of  the  United  States,  and  that  there 
are  certain  classes  of  business  that  it  has  got  either  to  undertake,  cr 
else  the  Government  of  the  coimtry  is  going  to  fall  pracrtically  into 
th^  hands  of  those  men  who  have  that  business.  I  think  that  is 
preeminently  the  case  in  relation  to  matters  of  transportation  and 
communication.  Give  me  the  control  of  the  roads  of  the.  country, 
and  I  am  the  government  de  facto,  whoever  may  be  the  de  jure. 
And  the  same  thing  practically  applies  in  tliis  case  here.  I  do  not 
think  you  can  get  rid  of  that. 

Mr.  Lloyd.  Then  you  beheve  in  government  ownership  ? 

Mr.  CowLBS.  Most  assuredly;  I  beheve  that  you  and  I  should 
control  our  own  movements  and  the  movements  of  our  products. 

Mr.  Lloyd.  You  beHeve  that  whatever  business  is  to  be  performed 
by  the  Government  should  be  performed  by  the  legislative  body 
rather  than  by  the  executive  branch  of  the  Government  1 

Mr.  CowLES.  I  think  the  legislative  should  always  have  that  busi- 
ness under  its  control.  I  think  that  the  legislative  body  should  do 
for  the  public  just  what  the  directors  do  in  any  other  corporation. 
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I  think  that  they  should  always  have  it  in  their  own  hands.  And 
any  businem  corporation  that  is  successful  must  nec^sarilv  do  the 
same  thing.  That  is  the  case  with  the  mutual  savings  banks  of 
Massachusetts,  and  all  throughout  the  country.  They  have  the 
control.  They  are  under  the  action  of  the  Treasurer  and  the  action 
of  the  President. 

The  Chairman.  Do  you  represent  the  Postal  Progress  League  m 
advocating  government  ownership  ? 

Mr.  CowLES.  Most  assuredly  I  do.  The  truth  is  that  I  organized 
the  Postal  Progress  League  especially  for  the  purpose  of  educating 
the  publie  on  the  line  m  the  extension  of  the  Post-Office  over  the 
whole  business  of  public  transportation  and  transmission.  I  organ- 
ized it  for  that  purpose.  And  I  am  frank  to  say  that,  in  my  opimon, 
the  postal  savmgs  banks  will  draw  out  from  the  pockets  of  the 
people  a  very  large  amount  of  money  that  may  be  well  investetl,  and 
will  be  invested,  throughout  the  new  portions  of  the  country  for  the 
improvNBent  of  good  roads  and  for  the  extension  of  railway  service 
itself. 

Mr.  Lloyd.  May  I  ask       question:  The  Postal  Progross  Iieague, 
then,  stands  lor  government  aid  to  public  roads  9 
Mr.  CowLES.  The  Postal  Progress  League  

Mr.  Lloyd.  Does  it  ? 

Mr.  CowLES.  Will  you  please  let  me  express  myself,  sir?  The 
Postal  Progress  League,  its  first  and  fundamental  principle  is  the 
widest  possible  extension  of  the  sphere  of  the  })ost-office,  its  most 
econonucal  and  efficient  administration,  and  I  am  frank  to  say  that 
in  the  view  that  I  had  in  mind  for  its  oipanization — because  I  founded 
it  and  I  am  its  leadei>— its  aim  and  end  was  to  bring  about  an  exten- 
sion of  the  sphere  of  the  p  ost-office  over  the  whole  great  road  bu»ness. 
I  think,  so  far  as  that  is  concerned,  that  we  have  got  to  get  it.  There 
is  no  other  possible  way  of  meeting  this  situation,  and  I  look  at 
these  postal  savings  banks  as  an  embodiment  along  those  lines.  I 
might  say  that  I  "have  some  bills  before  your  committee — there  is 
not  time  to  take  them  up  to-day — but  I  very  much  hope  that  you 
will  give  me  an  opportunity  ere  long  to  set  forth  my  argument  on 
those  Unes. 

Mr.  Lloyd.  I  would  hke  to  ask  you,  Mr.  Cowles,  if  you  can  answer 

this  general  question:  You  are  in  favor  of  the  Government  building 
and  owning  the  roads  ?    You  are  m  favor  of  the  Government  build- 
ing and  owning  the  railroads  ? 
Idr.  CowLES.  Yes. 

Mr.  Lloyd.  You  are  in  favor  of  a  general  parcels  post  ^ 
Mr.  Cowles.  Yes,  sir. 

Mr,  Lloyd.  You  are  in  favor  of  postal  savings  banks  I 
Mr.  Cowles.  Yes,  sir. 

Mr.  Lloyd.  And  you  would  enlarge  the  plan  beyond  the  provisions 

of  this  bill  ? 

Mr.  Cowles.  I  am  very  well  satisfied  with  this  bill  as  a  starter; 
very  well  satisfied  with  it,  excepting  this:  I  do  not  think  that  it  is 
safe  for  the  country  to  extend  the  further  powers  of  the  Executive. 
I  think  tiiat  is  exceedingly  dangerous.  And  as  a  New  Englander, 
brought  up  to  feel  that  the  hi^est  office  in  the  country  is  that  of  the 
American  citizen  voter,  I  think  that  we  ought  to  safely  guard  his 
interests. 
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Mr.  Lloyd.  Then,  according  to  your  view,  if  the  powers  are  to  be 
vested  in  the  administrative  branch  or  the  executive  branch  of  the 
Government,  the  enlarged  j)owers  that  would  come  by  reason  of  own- 
mg  the  roads  and  by  having  a  general  parcels-post  system  and  bjr 
season  of  a  postal  banking  business^  you  would  tbink  it  unwise  to^eor 
gage  in  all  tnis  line  of  busmess  uiiJess  it  was  placed  under  the  ccmOxd* 
fflrectly  of  the  legislative  branch  of  the  GoTemment  ? 

Mr.  CowLES.  I  think  the  legislative  branch  of  the  Government,  as 
the  directing  force,  must  have  semicontrol.  That  is  the  only  common- 
sense  way  of  looking  at  the  thing  as  it  appears  to  me;  that  you  must 
have  control  of  the  business,  and  whoever  is  your  Executive BBHist hold) 
the  same  relation  to  you  that  the  president  or  the  treasiaiep  of 
corporation  holds  to  its  diseetorsv  Tbe  d^reetois  ahp^^  mm 
m  charge  of  the  business. 

Mr.  Lloyd.  Then  your  idea  is  that  tiie  £ixecutive  should  be  sub- 
ject to  the  lepslative  body? 

Mr.  CowLES.  I  think  that  if  things  go  on  as  they  appear  to  be 
^oing  on  to-day,  when  you  allow  the  Executive  to  determine  all  the 
laws  and  to  appoint  all  the  postmasters  and  to  control  the  whole 
business  of  this  country — I  think  if  t^t  goes  on  a  dictatonhip  i* 
close  at  hand.  And  further,  I  tiiink  thMje'WMl^be'a^shliggle  heieuixder 
which  the  railroad  corporations  of  this  countij  wiU  put  a  man  there 
who  will  make  his  power  entirely  subservient  to  their  interests.  You 
are  the  directors.  You  are  the  business  corporation  of  this  country, 
looking  to  the  common  interest,  and  to  you  we  look  for  protection. 

The  Chairman.  Mr.  Cowles,  you  said  something  about  the  money 
in  tiie  pockets  of  the  people.  I  presume  you  referred  to  money  that 
would  naturally  be  deposited  if  peo|^  had  a.  sale  pkee  m  wmek  t9< 
deposit  it? 

Mr.  CowLEs.  Yes. 

The  Chairman.  Have  you  any  evidence  as  to  the  amount  of  money 
that  may  be  available  for  deposit  in  postal  savings  banks  ? 

Mr.  CowLES.  I  don't  think  that  anybody  can  tell  anything  about 
that . 

The  Chairman.  It  is  a  theory,  which  is  probably  true  to  soaafr 
extent,  but  nobody  has  any  idea. 

Mr,  CoWLES.  Nobody  in  tiie  world*  But  clearly  this  is  the  fact, 
that  you  would  have  a  place  where  money  could  be  absolutely  safe ; 
tiien  that  money  would  come  out  and  be  used  for  the  common  benefit, 
and  for  their  benefit  as  well. 

Mr.  Lloyd.  Is  there  any  money  in  hiding  in  European  countries 
where  they  have  postal  savings  banks,  so  far  as  you  have  knowledge? 

Mr.  CowLES.  I  tlon't  think  you  or  I  could  tell  very  much  about 
that.  I  think  in  all  probability  there  is  much,  but  that  the  larger 
amount  of  monej^  gets  into  the  postal  savings-  bs^oks,  although  there 
is  thk  difference  m  the  old  oovatFf :  There  is  a  general  feeling  th^ 
that  the  government  is  a  power  above  them.  Here  we  feel  that  we 
are  all  kings,  we  that  make  the  Government,  and  that  makes  all  the 
difference  in  the  world.  When  I  put  my  money  into  a  postal  savings 
bank  I  am  its  director  and  its  treasurer  and  its  controller  myself, 
through  my  Representatives  in  Congress,  I  determine;  and  that  is 
the  great  thing  that  we  need  to  cultivate  in  this  country.  Tka^t  is 
the  doctrine  in  old  New  En^^and,  that  the  highest  oMce  in  this  eoimr 
try  is  that  of  the  citizen  king.  That  is  what  you  and  I  uniol^laiMl 
it  to  be. 
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The  Chairman.  Mr.  Cbwles,  your  feneral  theory  is  thai  if  the 
postal  savings-bank  bill  is  ])asse<l,  that  the  rate  of  interest  whidl  wffl' 
be  paid  on  deposits  will  be  2  per  cent.  There  does  not  seem  to 
be  very  much  dissent  from  that.  How  do  you  think  the  residents  of 
Farmington  will  feel  about  depositing  money  in  postal  savings  banks 
at  2  per  cent  when  it  may  be  put  m  the  miiU»al  savings  baiik  and 
4  p^  amt  netxveA  &TL it% 

mr.  CowLES.  I  tMidc  that  would  be  entirely  a  question  of  their 
confidence  in  the  one,  and  not  in  the  other.  I  do^  n<Jfc  thmk, 
Chairman,  as  has  been  suggested  here,  that  the  establishment  of 
postal  savings  banks  will,  by  any  manner  of  means,  lead  us  toward 
an  increase  in  the  interest  charge.  I  think  this,  that  a  large  portion 
of  tkls  country  would  like  to  have  a  place  where  they  could  put  their 
money  and  feel  perfectly  safe,  evm  if-  there  wa»  no  interest.  I 
^ouM  be  glad  of  that  myself. 

The  Chaieman.  Let  us  suppose  that  We  ge«  two  or  three  mjy«m» 
of  people  depositing  money  in  postal  savings  bflti^  a*  2  per  cent, 
and  the  people  who  have  made  these  deposits  decide  that  they  ought 
to  be  paid  a  higher  rate  of  interest.  What  do  you  think  the  result 
will  be  ? 

Mr.  CowLEs.  When  those  two  or  three  millions  of  people  are  them- 
aelves'  ^  depositors  in  thek  own  banks,  and  they  have  control  of 
then-  own  bunness,  i  do  tvat  l^Bik  that  l^t  is  the  {question;  I  do  &ot 
think  there  will  be  any  trouble  arising  from  that  situati<m. 

The  Chairman.  Do  you  mean  That  the  rate  of  interest  would  be 

increased?  i  •   i  t 

Mr.  CowLEs.  I  do  not.  I  do  not  mean  anything  of  the  kind.  I 
think  that  under  such  conditions,  having  their  rej^resentatives  in 
Congress  looking  after  their  own  affairs,  that  both  sides — there  is  a 
point  here  that  has  been  neglected  altogether  heretofore,  and  that 
IS  .the  men  wbo  borrow.  Quite  as  many  peoj^  who  put  money  in 
the  banks  are  borrowing.  I  have  done  tire  same  thing  myself,  and 
we  are  interested  on  both  sides. 

Now,  under  your  position,  the  great  thing  to  protect  tonday  is  the 
man  who  runs  the  private  bank;  to  bring  about  a  condition  of  things 
so  that  he  can  get  his  money  at  a  small  per  cent  and  loan  it  out  at  a 
big  per  cent.  I  stand  here  '^to-day  representing  the  common  interest 
of  the  borrower  and  of  the  loaner  and  of  the  whole  people.  That  is 
the  object  for  whieh  i  foirndbed  this  organization,  because  I  realized 
that  only  through  the  secmrinr  contwd  of  and  the  mefvemeaa.t  <rf  our 
produce  could  we  save  this  democracy.  That  is  what  I  am  after, 
Mr.  Chairman. 

The  Chairman.  You  would  not  be  in  favor  of  the  Government 
establishing  any  postal  savings  banks  or  any  other  business  estab- 
lisJiment  unless  the  Government  made  a  suitable  charge  so  that  it 
would  be  reimbursed  for  its  cost  of  operation  ? 

llbr.  CoimBS.  I  am  not  sa  aaxioiis  oboot  that  part  as  I  am  for  the 
public  savings  part  of  it. 

The  Chairman.  If  you  do  not  provide  against  that,  then  you  would 
be  taxing  Mr.  Lloyd,  say,  for  the  purpose  of  providing  a  safe  place 
for  your  money. 

Mr.  CowLES.  Oh,  no;  I  am  taxing  Mr.  Lloyd  in  that  case  for  Mr. 
li^d.    He  is  just  as  much  interested  as  I  am. 
Tb»  Obaibican.  But  he  may  not  have  put  any  money  in  the  bank. 
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Mr.  CowLES.  Now,  right  there.   I  heiffd  Mr.  Ghffdner  yesterday 

talking  about  Indian  Muls,  and  the  great  danger  that  might  o&mt 
about  bringing  money  from  somewhere  else.  Upon  that  I  am 
inclined  to  smile,  because  there  is  never  going  to  be  such  a  big  amount 
of  money  collected  at  Indian  Mills  that  the  postmaster  could  not  take 
it  in  his  pocket  to  a  larger  city-  and  leave  it. 

The  Chairman.  Did  you  hear  somebody  testify  yesterday  that 
there  had  been  about  100  post-offices  in  New  York  State  broken  into 
within  a  year  and  the  monev  drawera  and  safes  rifled  i 

Mr.  CowLES.  Oh,  yes;  ana  that,  in  itself,  is  a  pretty  strong  criticism 
upon  the  general  idea  in  this  country  that  our  wages  are  so  very  large, 
because,  gentlemen,  when  times  are  prosperous  men  do  not  keep  it  in 
anything  like  the  proportion  that  they  do  in  times  of  distress.  I 
thmk  that  is  a  pretty  safe  proposition. 

Mr.  LdLOYD.  Isn't  it  true,  as  a  matter  of  fact,  that  to-day  we  are 
k>sii^  more  money  hy  theft  through  the  post^ffices  than  we  are  losing 
from  every  source  through  the  biuiks  ? 

Mr.  CowLES.  I  doubt  tnat  very  much;  I  doubt  that  exceedingly. 

The  Chairman.  Have  you  any  particular  figures  that  you  wisn  to 
submit,  Mr.  Cowles  ? 

Mr.  Cowles.  I  have  no  figures.  I  wanted  to  speak  to-day  upon 
the  general  proposition,  and  I  think  I  have  covered  the  points  that  I 
wanted  to  make  very  well.   I  thank  you  very  much,  indeed . 


Committee  on  the  Post-Office  and  Post-Roads, 

Tuesday,  March  22,  1910. 

The  committee  was  called  to  order  at  10.50  a.  m.,  Hon.  John  W. 
Weeks  (chairman)  presiding. 

STATEMEVT  OF  HOV.  JOSEPH  W.  FOBDSET.  A  BEFSESEffTATIVE 

WBXm  THE  STATE  OF  XICHIGAIv 

The  Chairman.  You  may  proceed,  Mr.  Fordney. 

Mr.  Fordney.  I  don't  know  what  I  can  add  to  what  I  have  already 
stated  upon  this  subject  to  the  committee,  excepting  to  answer  any 
questions  that  any  gentleman  might  wish  to  ask  me.  I  do,  however, 
want  to  put  considerable  stress  upon  the  fact  that  I  believe  that  this 
bill  should  be  so  changed  that  no  exigency  should  arise  that  will 
occasion  the  withdrawid  of  money  from  the  banks  excepting  to 
invest  the  same  in  Govemm«at  bonds  m  time  of  war.  That  will 
make  the  bill  constitutional,  as  I  understand  it.  Before  the  Goveia- 
ment  has  any  right,  legal  right,  to  establish  banks,  as  I  understand  it, 
through  the  country  for  the  collection  of  money  in  tliis  manner,  it  must 
be  said  that  the  banks  must  be  established  as  a  part  of  the  machmery 
of  the  Government. 

Mr.  Fassbtt.  For  the  purpose  of  borrowing  the  money? 

Mr.  FoBDNBY.  For  the  purpose  of  borrowing  the  money  at  a  time — 
oh,  the  Government  might  say  that  it  is  absolutely  necessary,  and 
that  this  is  one  way  of  relief.  But  I  do  not  believe  that  any  exigency 
should  arise  that  would  permit  the  taking  of  money  from  the  local 
territory',  or  the  banks;  taking  it  away  from  the  rural  districts,  ex- 
cepting in  time  of  war  when  it  might  be  wise  for  the.  Government  to 
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raise  money  in  that  way  instead  of  selling  the  government  bonds, 
or  endeavoring  to  send  the  bonds  abroad   •      ,  i 

Mr.  Fassett.  Your  proposition  is  that  if  the  postal  savmgs  banks 
succeed  at  all,  that  they  will  attract  for  deposit  not  only  the  money 
in  those  communities  m  hiding  in  stockings,  under  the  hearths  and  m 
the  stovepipes  and  other  places,  but  that  they  will  draw  away  money 
from  other  sources  that  are  now  already  available  for  uses  locally « 

Mr.  Fordney.  Yes. 

Mr.  Fassett.  Otherwise,  if  the  postal  savmgs  banks  only  drew 
into  official  depositories  the  money  that  was  now  in  hidmg,  the  local 
banks  would  not  be  affected.  It  is  only  that  the  postal  banks  mav 
take  something  that  is  not  now  in  hiding  but  aheady  on  deposit  and 

subject  to  local  use.  ,     t  i 

Mr.  Fordney.  That  is  correct;  and  to  illustrate  what  I  base  iny 
opinion  upon,  I  wall  say  that  I  do  know  that  during  the  financial 

flurry  of  1907  in  our  city,  where  we  have  $15,000,000  deposits  m  all  of 
the  banks  of  Saginaw,  Mich.,  there  was  more  than  $50,000  withdrawn 
in  one  week  and  invested  in  postal  money  orders. 

Mr.  Stafford.  How  much  of  that  $15,000,000  went  mto  savings 

funds  on  time  deposits  ?  ,  •  i 

Mr.  FOBONET.  I  could  not  tell  you  that.  We  have  savmgs  de- 
partments in  about  one-half  of  our  bulks.   We  have  four  savuigs 

banks.  .       ,     i  . 

Mr.  Stafford.  Have  you  any  exclusive  savings  banks  m  your 

city  ? 

Mr.  Fordney.  No.  We  have  what  is  called  the  Saginaw  County 
Savings  Bank,  but  they  have  two  departments,  a  commercial  and  a 

savings  department. 

Mr.  Stafford.  I  assume  that  this  $50,000  that  you  spoke  of  repre- 
sented savings  funds  of  the  depositors  who  did  not  have  confidence 

in  the  security  of  the  banks  I  i      tit  u 

Mr.  Fordney.  Yes.  Now,  let  me  give  an  example.  We  have 
two  postmasters  in  our  town,  and  I  believe  it  is  the  only  city  m  the 
country  which  contains  two  first-class  post-offices.  One  of  the  post- 
masters is  a  business  associate  of  mine ;  we  have  office  rooms  together. 
I  happened  to  be  in  the  post-office  when  a  lady  came  in  and  presented 
a  check  for  $800  and  wanted  a  postal  money  order.  I  noticed  the 
postmaster  speaking  to  her,  and  he  said  that  he  could  not  accept  the 
check.  Then  she  asked  if  she  could  get  the  money  if  she  brought  the 
cash,  to  which  the  postmaster  replied,  ''Yes."  She  walked  out,  and 
while  I  still  remained  in  the  post-office  she  came  back  with  the  cash, 
and  after  the  postmaster  had  waited  upon  her,  he  turned  to  me  and 
said,  "That  is  $1,200  that  woman  has  brought  in  here  within  the 
last  two  davs,  taken  out  of  the  bank."  She  stepped  across  the 
stroet,  took  that  money  away  from  the  bank,  and  took  the^money 
orders,  payable  in  her  own  name.  Sev«ral  months  later  she  brought 
the  orders  back,  got  the  money  for  them,  and  put  the  money  back 
into  the  bank.  Now,  gentlemen,  if  by  the  passage  of  this  law  you 
provide  a  proper  and  a  safe  place  for  the  deposit  of  this  money,  it 
will  bring  the  money  back  into  the  banks  again,  which  is  going  to  be 
an  aid  in  the  expansion  of  currency  in  such  times,  instead  of  a  con- 
traction, because  each  and  every  one  who  is  timid,  and  who  has 
deposits,  and  there  are  many  of  them  in  times  of  that  kind,  will  pull 
their  money  out  of  the  banks  and  put  it  away  in  hoarding  phices,  and 


142 


they  could  thea  find  mem  w»j  of  pmMiDg  it  inack  in  <»c^atiofi;  ^ 

IS,  by  depositing  it  in  the  poafc-offioes,  and  ihe  po8tH>fBces  putting  it 
back  into  itfee  huiks  again.   On  the  other  hand,  the  bill  will  be  bene- 

hiding  places  this  money  that  has  been  spoken 
of  by  Mr.  Fassett  as  being  hidden  a,way  in  stockings,  MoY.ei)ipes  And  ' 

various  other  places.  ^ 

Now,  I  knew  an  eccentric  bachelor  in  the  adi«iiing  county  to  wimte 
I  live  who  three  or  four  years  ago  died  in  his  own  home.  fStmn  maa 
found,  in  his  house  and  about  the  bam,  in  ketdtes  and  boxes— an  iron 
kettle  away  dowa  m  .the  «iii«l<Ue  of  tbe  haymow— <all  told  $50,000  in 
and  about  ti^  bcmie. 

Mr.  FiNLEY.  Do  you  think  that  anv  government  arrangement 
that  we  might  make,  either  by  establishing  postal  savings  banks  or 
otherwise,  would  have  jceached  that  man  and  brought  out  .t^at 
money?  " 

FoRDNEY.  It  is  quite  possible  that  it  might  have  beeai  done, 
but  thei^e  is  no  other  banking  ^stein  !l4wMt  I  can  ihink  of  that  would 
have  caused  hmi  to  Jbsring  it  out,  because  a  man  has  anv  confidence 
m  any  ban^xig  system  it  would  be  one  that  the  Government  was 
back  of. 

Mr.  Lloyd.  Under  the  proposition  in  this  bill  he  CQuld.Qolv  have 
denosited  $500  of  that  $50,000. 

Mr.  FoRDNEY.  That  is  true,  but  each  and  erety  member  of  «tlie 
family  can  do  that  under  this  bUl. 

Mr.  Staffobd.  Mr.  Fordney,  as  a  director  in  a  bank  and  as  one 
wbo  IS  pofBonally  acquainted  the  banking  business,  what  is  your 
as  to  wbetiier  the  Government  should  place  any  limitation  upon 
the  amount  of  money  that  can  be  deposited  by  a  person  in  a  postal 
savmgs  depository:  not  the  amount  that  may  be  de])osited  in  any  one 
year,  but  the  total  amount  that  may  be  deposited  with  or  without 
interest,  and  which  would  have  reached  a  case  such  as  you  h»m 
described? 

Mr.  Fordney.  I  believe  the  linaitation^sed  by  tius  bill  as  it  passed 
the  Senate  would  reach  all  the  SMmey  woSd  be  put  into  hiding, 
practicafly  aU.  I  base  that  statement  upon  the  statistics  fur- 
nished recently  as  to  the  deposits  in  England,  Ireland,  and  Scotland. 
Just  the  other  day  I  saw  that  on  the  1st  day  of  January,  1910,  there 
were  deposits  in  the  postal  savings  banks  of  the  United  Kingdom  of 
a  total  of  $802,000,000;  that  there  were  more  than  11,000,000 
depositors,  and  an  average  of  $70.95  per  capita  depoaited.  iFhait 
means  that  they  are  practically  all  srn^  depositois. 

Mr.  Ssirrai.  Wt  it  4rue  that  in  jthose  countaies  they  have  no  gen- 
eral bankmg  system,  and  that  the  people  are  not  educated  to  use  other 
banks) 

-  Mf.  Fordney.  I  don't  think,  Mr.  Smith,  that  the  banking  laws  and 
facihties  of  England  are  anything  like  those  of  Canada.    I  think  that 

Canada  has  a  veiy       system  of  banking  laws  «nd  of  banks  thmt- 

selves. 

Mr.  Smith.  But  is  the  number  of  banks  in  EWand— ^ 
^.  Fordney.  I  don't  Jsoovftbout  that  as  to  ^ea^  Bfitain:  Ihav« 
mver  been  mme. 

Mr.  liAmB.  Reierrmg  again  to  the  eccentric  man  that  you  spoke 
of  a  moment  ago  as  residing  m  an  adjoinmg  county,  and^  in  witose 
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home  in  iron  kettles  and  various  other  places  there  was  found  $50,000. 
JThat  man  was  evidently  «  cynic  and  a  miser,  was  he  not? 

Mr.  Fordney.  Oh,  yes;  that  was  an  extreme  case,  of  course. 

Mr.  Hameb.  is  it  «ot  a  eltaiadtoriatic  of  the  miser  to  want  the 

money  itself;  the  possession  of^the  money  its^? 

Mr.  Finley.  Yes;  does  he  not  want  to  see  it? 

Mr.  Fordney.  Speaking  in  a  humorous  vein,  I  would  say  that  not 
being  a  miser  I  am  unable  to  judge  positively,  but  I  imagine  that  is 
.true. 

Mr  JIamer.  As  a  matter  of  fact,  do  you  think  that  any  savings 
ibank,  postal'Or  otherwise,  would  have  reached  that  case? 
%ff.  ^BDKBT.  Well,  if  any  bank  would  hitve  foaohed  it,  it  would 

have  been  the  one  operated  by  tl»  Gk>vieram«nt. 

Mr.  Hamer.  Is  it  not  true  that  instances  of  that  kind  occur  in 
countries  where  they  do  have  postal  savings  banks  ? 

Mr.  Fordney.  I  don't  know,  but  I  think  they  do. 

Mr.  Stafford.  I  should  like  to  have  your  opinion  upon  this  pro- 
-jvision  in  the  bill  which  is  found  in  the  bill  introduced  by  Mr.  Madden 
xm  Maffch  17,  1909  (H.  R.  1476),  as  follows:  "The  deposits  of  any 
one  individual,  proviiled  for  in  this  act,  ahall  not  exoeed  $300  in  any 
one  year,  and  when  the  amount  of  deposits  standing  to  the  credit  of  * 
depositor  shall  exceed  $1,000,  no  interest  shall  accrue  on  the  sum  in 
excess  of  said  $1,000." 

Mr.  Fordney.  Mr.  Stafford,  I  would  not  change  the  present  bill 
■as  it  came  from  the  Senate  as  to  the  amount  that  any  one  person  can 
d^Msit  per  month  or  the  total  d^o^ts.  I  think  that  is  very 
leasonaUle. 

Mr.  %rAirvow.  That  may  be  all  right  as  to  #he  limitation  of  the 
amount  deposited  in  any  one  year, 'but  I  wished  to  have  your  opini<m 

as  to  whether  any  limitation  should  be  placed  on  the  total  -amount 
that  may  be  deposited  in  continuing  years. 

Mr.  Fordney.  It  might  be  wise  not  to  put  in  any  limitation,  but 
I  can  hardly  speak  intelligently  upon  that. 

Mr.  Stastord.  If  these  funds  are  going  to  come  back  into  the 
depositories,  the  local  bMiks,  what  obiection  can  there  be  to  reaching 
ihese  funds  that  ore  placed  m  strong-boxes  or  in  hiding ? 

Mr.  Fordney.  Abw)lutoly  no  objection  tf  you  provide  a  plan  here 
4hat  will  drive  the  money  back  into  the  banks  and  into  ommlation; 
that  will  be  an  aid  to  banks,  and  that  will  prevent  a  panic  in  such 
times  as  we  had,  say,  in  1907.  I  think  the  law  would  be  a  great  benefit 
if  a  provision  can  be  enacted  here  that  will  require  the  immediate 
deposit  of  that  money  in  the  local  banks,  and  under  no  circumstances 
permit  it  to  be  taken  away  from  the  local  banks,  or  the  local  territory, 

^cepting  in  time  of 'war. 

"Mr.  MuRDOCK.  Under  the  ordinary  course  of  the  banking  business 

of  to-day,  there  is  a  natural  drift  of  surplus  money  at  eeitam  seasons 
of  the  year  from  our  part  of  the  country,  the  Central  West,  to  the 
East,  is  there  not  ? 

Mr.  Fordney.  Yes,  sir.  That,  Mr.  Murdock,  is  at  a  time  when 
^ywtt  banks  have  a  surplus  of  money  and  thev  can  find  no  place  to 
ilom  it.  »But  they  mny  send  it  to  New  York  and  get  2  per  cent 
^  Ht,  or 'WlMii^r  "Ibe  nt«  «l  4ntoi«Bt  is  there,  and  that  is<^i4^>it 
finds  its  way  to  the  great  money  centers. 
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Mr.  MuRDocK.  Yes,  I  understand  that.  Now,  would  a  postal 
savings  baak  system  emphasise  or  exaggerate  that  movemeat  in  the 
leasts 

Mr.  FoBDNEY.  I  doB^t  think  so;  it  mighty  iwwevfiff. 

Mr.  MuBDOCK.  How  could  it  i 

Mr.  FoRDNEY.  Well,  I  don^t  know  that  it  could. 

Mr.  Gardner.  Now,  let  us  assume  a  case.  Suppose  there  are  200 
depositors  with  an  average  deposit  of  $1/200  each  in  a  local  bank, 
money  that  comes  in  the  ordinary  course  of  business,  and  that  would 
be  used  in  discounts,  and  all  that.  Suppose  that  practically  all  of 
the  clients  should  withdraw  that  money  from  those  banks  and  put 
it  into  postal  savings  banks,  and  then  it  comes  back  into  the  banks 
again  in  one  lump  subject  to  the  goYeminent  call.  Isn't  that  monev 
more  likely  to  go  to  the  money  centers  and  to  be  invested  on  call 
than  if  it  was  in  the  banks  in  the  names  of  the  200  different  depositors  ? 

Mr.  FoRDNEY.  Oh,  I  don't  think  so.  At  times,  when  there  is  a 
great  demand  for  money  in  the  Central  West  for  the  handling  of 
crops  there,  and  it  is  taken  away  from  the  money  centers  of  the 
East  to  carry  the  crops,  then  it  is  gradually  driven  back  into  the 
money  centers  as  the  demand  becomes  less  in  the  rural  districts;  and 
anything  that  will  take  that  money  away  from  the  rural  districts  at 
a  time  when  it  might  be  most  neeoed  is  of  course  dangerous  legisla- 
tion, and  that  is  why  I  want  to  throw  considerable  stress  upon  that 
point. 

Mr.  Fassett.  I  think  that  Mr.  Gardner's  (juestion  addressed 
itself  to  this:  In  most  of  the  banks  there  are  a  variety  of  deposits — 
the  ordinary  deposit,  the  current  account,  the  certificates  of  deposit 
on  time,  six  months  or  three  months,  when  they  draw  interest,  and 
then  possibly  savings  deposits  in  the  same  bank. 

Now,  as  long  as  those  deposits  are  distributed  among,  say,  from  300 
to  3,000  depositors,  there  is  a  p^rcenta^e,  almost  unfluctuating,  of 
money  that  will  not  be  called  for  and  which  the  bank  is  at  liberty  to 
use  in  local  discounts  ;  but  if  those  deposits  of  the  savings  variety,  200 
or  300  of  them,  are  going  to  the  postal  savings  bank  for  greater  secur- 
ity, and  ten,  twenty,  thirty,  or  fifty  thousand  dollars  is  thus  with- 
drawn from  the  bank  and  put  right  back  into  the  bank  by  the  Govern- 
ment, then  it  is  put  in  there  by  one  depositor  subject  to  demand. 
Now,  would  the  bank  feel  at  the  pame  lihertj  to  loan  that  money  as 
freely,  under  those  circumstances,  ha  when  it  was  held  on  check  by 
three  to  five  hundred  different  depositors?  And  then  again,  and 
right  there,  you  propose  that  the  Government  shall  not  withdraw  that 
money  excepting  in  time  of  war. 

Mr.  FoRDNEY.  Yes. 

Mr.FASSETT.  So  that  the  one  depositor,  then,  is  bylaw  forbidden  to 
withdraw  his  demand  money  excepting  in  time  of  great  stress^  uid 
isn't  that  just  the  time  when  they  want  the  money  there? 

Mr.  FoBDNEY*  If  I  get  the  trend  of  your  argument,  it  is  about  this: 
That  the  real  depositors,  who  have  directly  deposited  that  money  in  the 
bank,  withdraw  it  and  put  it  in  the  post-office,  which  in  turn  puts  it 
back  into  the  bank  again  as  a  deposit  by  the  Government.  Well,  I 
should  think  that  the  banker  would  feel  far  more  secure  in  taking  it 
from  the  Governinent  if  the  money  could  only  be  withdrawn  in  time 
of  war. 
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Mr.  Fassett.  That  you  emphasize  very  strongly  ? 
Mr.  FoRDNEY,  Very  strongly  indeed. 

Mr.  Smith.  But  it  is  understood  that  the  Government  may  with- 
draw the  money  from  the  bank  for  the  purpose  of  paying  the  demands 
of  depositors  1 

Mr,  FoBDNBT.  Oh,  yes. 

Mr.  Fassett.  And  that  keeps  it  in  the  community,  as  I  under- 
stand it.  "... 

Mr.  Smith.  When  you  speak  of  the  Government  withdrawing  it, 
do  you  mean  that  the  Government  withdraws  it  in  bulk  and  sends  it 
to  another  part  of  the  country? 

Mr.  FoRDNEY,  Supposing  that  you  are  a  depositor  in  the  postal 
savings  bank  in  your  town.  You  put  your  money  there  and  you 
draw  upon  it  the  same  as  you  would  for  commercial  purposes  if  you 
put  it  in  a  b^ik.  It  goes  curectly  into  the  bank.  When  you  demand 
your  money  from  the  post-office,  then  you  do  it  not  because  vou  are 
frightened,  but  for  the  purpose  of  putting  it  into  the  natural  channels 
of  trade,  and  it  will  find  its  way  back  into  the  bank  immediately. 

Mr.  Smith.  You  said  a  while  ago  that  as  between  the  individual 
and  the  Government,  as  a  banking  man,  you  would  rather  have  the 
Government  for  a  customer.    What  difference  does  it  make  ? 

Mr,  Fom)NEY.  If  that  money  could  only  be  withdrawn  by  the 
Government  to  be  invested  in  government  bonds  in  time  of  war-  

Mr.  Smith.  But  what  difference  would  it  make  ^  That  money  will 
lay  in  that  local  bank  until  the  owner  comes  to  the  post-office  and 
calls  for  it,  or  in  the  other  instance  comes  to  the  bank  direct  and 
gets  it. 

Mr.  FoRDXEY.  The  difference  is  whether  vou  and  I  are  small 
*  depositors  or  the  Government  is  a  depositor.    In  such  times  as 
in  1907  

Mr.  Smith.  If  the  customer  comes  and  applies  for  the  money? 

Mr.  FoBDNEY.  But,  as  I  say,  he  is  not  going  to  call  for  it. 

Mf.  Smxth.  But  under  ordinary  business  conditions,  there  would 

not  be  any  difference  to  you  as  a  banker,  excepting  as  to  the  interest? 

Mr.  FoRDNEY.  Yes;  the  danger  of  its  being  withdrawn  at  a  time 
when  the  bank  needs  it. 

Mr.  Smith.  But  there  is  not  am^  danger  of  its  being  withdrawn 
unless  the  owner  wants  to  use  it  under  normal  conditions. 

Mr.  FonDNEY.  Oh,  no. 

Mr.  Smith.  Then  he  would  go  to  the  post-office  and  make  his 
demand. 

Mr.  FoBDNBY.  Under  normal  conditions  it  would  not  make  any 

difference;  not  much,  anv  way.  But  vou  and  I  can  not  tell  when 
such  a  concUtion  is  going  to  arise  as  did  arise  m  1907.  Su})pose 
you  have  a  bank  with  a  capital  of  $100,000^  and  you  have  from 
$500,000  to  $1,000,000  deposits;  S100,000  of  that  has  been  with- 
drawn and  put  into  the  post-office  depository,  and  in  turn  it  comes 
right  back  into  the  bank.  You  know  that  $100^000  is  not  going  to 
be  called  for;  you  are  dead  sure  of  that. 

Mr.  Smith.  As  a  result  of  panicky  conditions  ? 

Mr.  FoRDNEY.  As  a  banker  you  would  know  that  every  dollar  of 
that  money  in  your  bank  that  came  from  the  post-office  would  not 
be  called  upon,  and  you  could  depend  upon  having  that  money  at 
aU  times  excepting  in  time  of  war« 
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Mr.  Stafford.  And  you  could,  with  that  certainty,  be  more 
assured  of  investing  that  money  in  permanent  aecuritJes  than  if  the 
money  was  under  the  demand  of  individual  depositors. 

Mr.  Fospiner.  Yes;  and  I  shinild  think  it  would  be  a  great  benefit 
to  the  banker  at  such  times  to  have  a  law  that  would  bring  that  about. 

Mr.  Gardner.  But  you  have  put  up  security  for  that  money. 

Mr.  FoKDNEY.  That  was  one  of  the  important  matters  to  be  con- 
sidered in  the  framing  of  this  bill — what  kind  of  securities  and  how 
much  in  proportion  to  your  deposit  shall  be  put  up.  For  instance, 
as  to  the  percentage  of  security  for  the  total  deports  to  be  put  up, 
that  is  a  matter  to  be  determined  here.  I  undeistaBd,  however, 
that  if  this  money  w«e  so  deposited  thai  ihb  Qovemment  has  the 
dist  lien  upon  the  assets  of  the  bank  in  case  it  fails,  so  that  under 
such  circumstances,  in  my  opinion,  it  would  not  be  necessary  to  call 
upon  the  bank  for  100  per  cent  security. 

Mr.  Gardnss.  That  weakens  the  security  of  all  the  other  deposits, 
does  it  not  ? 

Mr.  FoBDKEY.  Yes;  yet  not,  because  the  Govi^nment  stands  back 
of  tibe  deposit.   It  is  a  bank  guaranty  in  ervorj  ssnse  of  the  w<M'd. 
Mr.  Gabdkbx.  Th^  does  not  that  cease  to  be  a  bank  transaction 

other  than  that  the  banker,  by  putting  up  the  security  of  the  bank, 
in  effect  has  borrowed  the  money  from  the  depositor  who  is  barred 
by  law  from  calling  the  loan,  which  might  be  equally  so  by  contract 
with  private  persons  ? 

Mr.  FoRDNEY.  He  is  simply  a  preferred  creditor.  Suppose  you 
are  the  banker  and  owner  or  the  bank,  practically,  and  you  have 
$100,000  deposits  in  your  bank  that  came  in  through  the  post-office. 
Yon  have  $500,000  total  d^>08its  in  your  bank,  and  that  $100,000  is 
secured  by  the  Government  and  the  Gov«PMn«nt  has  the  first  hen 
upon  that  S100,000.  It  is  simply  the  preferred  creditor  in  every 
sense  of  the  word,  and  in  that  case  the  Government  is  securing  the 
bank  deposit. 

Mr.  Gardner.  It  seems  to  me,  Mr.  Fordney,  that  the  relation  of 
the  banker  to  the  depositors  (^ases  right  there,  and  that  the  thing,  so 
Iti*  as  h#*^l""g  principles  are  <e(mcemed,  ceases  to  be  a  deposit,  but 
becomes  a  loan  ci  the  Government  to  the  bank. 

Mr.  FoRDifBT.  Mr.  Gardner,  I  can  not  call  your  attention  to  a 
bank,  ^vith  one  exception,  in  our  city  in  my  recollection,  that  has 
failed,  either  under  the  state  law  or  federal  supervision,  that  has 
not  paid  depositors  100  cents  on  the  dollar. 

Mr.  Fassett.  I  think  Mr.  Gardner's  question  was  this:  This  bank 
with  $500,000  deposits,  and  $100,000  belonging  to  the  Government, 
the  Government  Wng  secured  in  that  $100,000  by  the  assets  of  the 
bank  which  otherwise  would  be  devoted  to  meeting  the  $400,000  at 
deposits,  weakens  by  just  so  much  the  security  bdbind  the  other 
$400,000. 

Mr.  Fordney.  Well,  now,  for  instance,  if  it  did  not  pay  100  cents 
on  the  dollar  then  it  would  

Mr.  Fassett.  Your  point  is  that  when  the  entire  security  is  ade- 
quate for  all  the  money,  tkrai  it  does  not  weaken  the  security  behind 
any  of  the  money  ? 

Mr.  FOBDNET.  No. 

Mr.  Gardner.  On  that  I  assume  that  you  would  not  need  any 

security  at  aU. 
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Mr.  Murdock.  There  are  two  well-known  forms  of  deposits  in 
western  banks  that  I  know  of,  the  first  a  demand  deposit  by  the 
ordinary  citizen  in  the  course  of  business,  and  the  second  a  time 
deposit,  the  time  deposit  usually  carrying  interest.  Now,  let  us 
suppose  that  there  are  two  bankers,  Banker  A  and  Banker  B. 
Banker  A  has  only  time  deposits,  and  Banker  B  has  only  demand 
deposits.  Is  Banker  A,  who  has  only  time  deposits,  more  apt  to  let 
his  money  go  to  New-  York  than  Banker  B  who  only  has  demMid 

deposits  ? 

Mr.  Fordney.  I  would  think  so;  yes.  , 

Mr.  Murdock.  Then  you  think  that  the  banker  who  had  the  time 
money  would  be  more  inclined  to  let  hi§  momy  drift  E^-st  th^  thp 
man  with  the  demand  money  ? 

Mr.  FoRDifBT.  I  don't  know  just  what  point  you  are  trying  to  make 
by  saying  that  he  would  be  more  apt  to  let  it  drift  Bast.  He 
would  be  more  apt  to  put  the  money  in  the  postal  savings  bank. 

Mr.  Murdock.  I  am  talking  now  purely  about  the  banke^  the 
western  banker,  who  has  two  kinds  of  deposits,  one  time  and  one 
demand  deposits,  in  his  bank.  The  time  deposits  draw  interest  and 
the  demand  deposits  do  not.  Now,  in  order  to  get  it  more  clearly  I 
took  two  bankers,  Banker  A,  who  only  has  time  deposits  in  Ins  bank, 
and  Banker  B,  who  only  has  demand  deposits.  Which  of  thoge  two 
bankers  would  be  more  inclined  to  let  his  money  go  East  ?  . 

Mr.  Fordney.  It  is  a  pretty  hard  question  to  answer;  but  I  would 
naturally  say  that  the  man  who  had  the  demand  deposits  would  be 
more  apt  to  "let  his  monev  go  East. 

Mr.  Hamer.  For  the  reason  that  the  man  who  had  the  time  depos- 
its is  paying  a  rate  of  interest,  and  on  those  time  deposits  he  pays  in 
excess  of  what  he  could  demand  from  the  East  ? 

Mr.  Fordney.  Yes;  and  from  the  fact  that  he  pays  interest  it  nec- 
essarily forces  him  to  get  that  money  out  at  all  tunes. 

Mr.  Murdock.  With  that  answer  from  you,  and  that  beUef,  isn't 
it  true  that  postal  savings  banks  by  getting  the  original  deposits  of 
citizens  in  post-offices,  and  thereafter  depositing  the  money  m  the 
local  banks  at  a  rate  of  interest,  would  naturally  cause  the  money  to 
stay  in  the  community  in  which  it  was  deposited  ? 

Mr.  Fordney.  Yes"^;  the  rate  of  interest  asked  by  the  Government 
is  so  much  lower  th^n  that  paid  by  the  average  bank  that  it  would 
not  have  the  same  tendency,  in  my  opinion. 

Mr.  Stafford.  Is  hot  the  detemunation  of  Mr.  Murdock  s  query 
determined  more  by  the  character  of  the  deposit— that  the  savings 
fund  is  one  that  continues  for  a  long  period  of  time,  which  enables 
the  banker  to  invest  it  in  long-time  securities,  whereas  current  funds 
are  not  of  that  character  because  of  the  transitory  state  of  business  « 

Mr.  Fordney.  I  was  going  to  say  that  the  savings  bank  that  does 
a  savings-bank  business  purely,  and  no  other,  pays  from  3  to  4  per 
cent,  generally  4  per  cent,  and  they  can  not  afford  to  send  that 
money  to  New  York  on  deposit  and  get  2  i)er  cesat  for  it,  and  that 
forces  it  out  into  securities  in  the  local  territory  where  the  bank  is 
located.  But  the  bank  doing  a  commercial  busmess  only  sends  its 
money  East  to  accept  this  low  rate  of  interest  when  they  have  a 
large  volume  of  money,  more  than  needed,  when  it  is  placed  on  call 
in  New  York,  and  they  can  get  it  on  demand,  and,  of  course,  much 
quicker  than  if  it  wa^  loaned  »t  a  higher  rate  of  interest  at  home. 


148 


POSTAL.  SAVINGS  BANK. 


Mr.  Gardner.  If  I  have  understood  you,  you  regard  a  deposit  of 
$100,000  made  by  the  GoYemment  for  whicn  the  bank  has  security 
under  the  present  law  as  of  more  value  because  of  its  probable  greater 
permanency  in  times  of  stress  than  an  equal  amount  deposited  oy  the 

ordinary  depositor  in  a  bank  ? 

Mr.  P'oRDNEY.  Yes,  Mr.  Gardner;  and  I  will  tell  you  that  I  have 
only  been  opposed  to  this  law  

Mr.  Gardner.  But  I  want  to  follow  that. 

Mr.  FoBDNEY.  But  let  me  go  back  and  answer  your  question.  I 
have  always  been  opposed  to  this  law,  but  I  can  begin  to  see,  as  it 
appears  to  me  now,  that  if  you  put  aroimd  this  law  sufficient  safe> 
guu'ds — ^that  is,  if  the  money  can  not  be  taken  out  of  the  banks  upon 
every  trivial  matter  that  comes  up — then  you  are  establishing  a  most 
beneficial  law  because  it  will  bring  the  money  from  hiding. 

Mr.  Gardner.  Well,  let  us  admit  that;  if  it  is  true  to  the  extent 
of  SI 00,000  of  a  bank's  deposits,  why  is  it  not  true  as  to  the  whole 
$500,000  of  the  bank's  deposits  ?  If  it  is  better  for  the  bank  to  bor- 
row, in  effect,  from  the  Government  $100,000,  because  of  its  greater 
permanency,  why  is  it  not  better  for  a  bank  to  borrow  all  of  its 
capital  and  dispense  with  the  deposits  f  If  you  would  be  right  in  that 
proposition,  wny  not  take  off  all  limit,  and  provide  that  all  of  the 
money  

Mr.  FoRDNEY.  Oh,  no.  I  believe  that  you  gentlemen  will  agree 
with  me  that  if  there  is  any  good  in  this  law  it  is  in  that  it  will  bring 
from  the  hiding  places  thie  money  at  times  when  the  conmierciiu 
centers  need  it. 

Mr.  Gabbnss.  Yes;  if  you  confine  your  proposition  to  that,  and  not 
bolster  that  up  with  a  proposition  of  the  supenor  value  of  this  deposit 
coming  into  the  bank  from  the  Government  when  you  don't  stand 
by  it. 

Mr.  FoRDNEY.  I  do  stand  by  it. 

Mr.  Gardner.  Then,  why  not  stand  by  the  whole?  Why  would 
it  not  be  better  for  the  bank  to  borrow  the  $500,000  from  the  postal 
savings  fund  or  somewhere  else  ? 

Mr.  Fordnbt.  Oh,  I  think  that  those  two  features  of  this  question 
aie  not  to  be  connected. 

Mr.  Gakdneb.  But  where  do  you  draw  the  line  ?  You  say  that 
this  $100,000  coming  to  the  Government  is  a  better  deposit. 

Mr.  Fordney.  You  draw  the  line  when  you  have  reacned  the  money 
that  goes  into  hiding. 

Mr.  MuRDOCK.  You  have  added  that  much. 

Mr.  Fordney.  You  have  added  that  money  to  the  volume  in  the 
country  to  do  business  with. 

Mr.  Gabdneb.  Then,  the  whole  value  of  this  bill  depends  upon  the 

groof  that  can  be  adduced  as  to  the  amount  of  money  that  goes  into 
iding  ? 

Mr.  FpRDNEY.  I  think  so,  very  laT^ly.  Now,  the  point  that  I 
have  in  mind  is  this :  Of  course,  I  may  be  wrong,  I  am  not  fully  set 
in  my  way,  and  I  want  to  get  just  as  good  a  bill  as  it  is  possible  to 
make.  But  my  point  is,  that  in  times  of  financial  flurry,  when  the 
depositors  become  alarmed  about  their  security,  it  being  all  the 
money  that  they  have  in  the  world,  and  if  deposited  in  banks  they 
go  and  draw  it  out,  taking  it  away  irom  the  natural  channels  of  trade 
and  putting  it  into  hiding.   And  that  does  everybody  harm.   But  if 
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the  Government  goes  into  this  business  in  a  safe  and  sane  way,  as  it 
appears  to  me  it  should,  then  there  is  a  means  furnished  by  which 
thw  money  can  be  brought  out  and  not  kept  in  hiding. 

Mr.  Cox.  What  is  there  in  any  of  the  bills  that  have  been  pre- 
sented that  would  cause  that  money  to  come  out  of  hiding  ? 

Mr.  Fordney.  It  is  the  security  back  of  the  money.  No  one 
questions  the  ability  of  the  Government  to  pay. 

Mr.  Cox.  The  guaranty  I 

Mr.  Fobdney.  The  guaranty;  yes,  sir.  ...       o  • 

Mr.  FiNLET.  You  have  stated  that  the  depoats  m  these  bagmaw 
banks  are  about  $15,000,000. 

Mr.  Fordney.  Yes,  sir.  .     i.      '         r  £ 

Mr.  Finley.  How  much  do  you  estimate,  m  the  course  of  nve 
years'  operation  of  this  proposed  postal  savings-bank  act,  would  be 
deposited  in  the  postal  savings  bank  of  your  town  in,  say,  five  3-ears? 

Mr.  Fordney.  Well,  we  have  a  considerable  foreign  element  there, 
and  it  has  been  largely  argued  that  it  is  the  foreigner  who  is  the  most 
timid  about  putting  his  money  in  our  banks. 

Mr.  FilfLET.  Where  do  they  deposit  there  now  ? 

Mr.  Fordney.  When  they  deposit  at  all  they  deposit  m  our  banks; 
and  I  will  say  that  the  woman  that  I  spoke  of  who  withdrew  her 
money  in  my  presence  was  a  foreigner. 

Mr.  Finley.  Wliat  do  vou  estimate  would  be  the  percentage? 
'  ^ii.  Fordney.  Well,  it'would  be  }>retty  hard  for  me  to  state  that, 
but,  perhaps,  in  our  city,  which  is  larger  than  the  average  country 
town  

Mr.  Finley.  A  couple  of  milUon  dollars  ? 

Mr.  Fobdney.  I  would  not  think  it  would  be  that  much. 

Mr.  Finley.  A  million  dollars  ? 

Mr.  Fordney.  Yes;  and  maybe  not  that  much. 

Mr.  Finley.  Now,  right  there.  Your  position,  as  I  understand  it, 
is  that  you  are  unalterably  opposed  to  any  postal  savings-bank  system 
that  will  not  provide  an  anchor,  so  to  speak,  for  the  redepositmg  of 
the  money  placed  m  the  postal  savmgs  bank  in  the  local  banks  ? 

Mr.  Fordney.  Yes,  sir.  ,  , 

Mr.  Finley.  Now,  you  admit,  of  course,  that  the  banks  receivmg 
those  deposits  from  the  Government  must  give  security— that  is,  state 
or  municipal  bonds,  or  a  proper  security  of  that  charactw.    That  is 

true,  is  it  not  ? 

Mr.  Fordney.  Yes,  sir. 

Mr.  Finley.  You  have  seven  banks  in  Saginaw,  Mich.  { 

Mr.  Fobdney.  Seven  banks;  yes.  ,  •  , 

Mr.  FiNLBY.  What  is  the  capital  of  those  banks,  the  combmed 

capital  ? 

Mr.  Fobdney.  I  think  it  is  about  $2,000,000. 

Mr.  Finley.  Now,  if  there  would  be  $1,000,000  deposited  by  the 
patrons  of  the  postal  savings  bank,  and  that  money  was  to  be  rede- 
posited,  then  it  would  be  necessary  for  the  banks  of  Saginaw,  Mich., 
with  a  capital  of  $1,000,000,  to  have  the  amount  oi  their  capital 
invested  in  securities  of  that  character,  state  or  municipal  bonds? 

IVIr  Fobdney.  Y^gs. 

Mi.  Finley.  in  order  to  secure  the  Government  for  the  redeposit- 

ing  of  that  money  ? 
Mr.  Fobdney.  Tf  you  put  it  at  100  per  cent  security;  yes. 
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Mr.  FiNLEY.  Now,  wliat  amount  of  state  and  municipal  bonds, 
approximately,  have  the  banks  of  Saginaw,  Mich.,  at  this  time? 
Mr.  FoBDNET.  I  am  tmabie  t6  answer  that  questitm.   I  don't  know. 
Mr.  FiNLBT.  So  far  as  you  know  ? 

Mr.  FoRDKfir.  For  instance,  one  of  the  banks  that  I  am  mterested 
in  

Mr.  FiXLEY.  And  the  capital  is  what  ? 

Mr.  FoRDXEY.  One  hundred  thousand  dollars;  and  they  have 
$125,000  surplus.  Generally  they  have  about  $100,000  in  municipal 
bonds,  but  the  amount  varies. 

Mr.  FiNLEY.  Would  you  say  that  that  proportiein  imvM  hold  good 
in  the  other  banks  ? 

Mr.  FonniosY.  I  would  naturally  say  that  it  would,  thou^  the 
banks  under  the  state  laws  might  nave  a  little  more ;  I  don't Itnow. 

Mr.  FiNLEY.  Is  it  true  or  not  that  that  large  percentage,  a  percent- 
age equal  to  the  capital  stock  of  the  banks  of  your  town,  invested  in 
state  and  municipal  bonds  would  hold  good  as  to  the  banks  through- 
out the  country? 

Mr.  FosDNET.  Well,  Uiat  would  be  only  a  guess  if  I  gave  you  a 
staltement  upon  that. 

Mr.  FnnjBt.  Don't  you  think  it  would  not  hold  good  ? 

Mr.  FoRDNEY.  Perhaps  not,  and  yet  I  am  unable  to  say.  I  don^t 
know  enough  about  the  banking  business  or  the  system  in  other  cities 
to  speak  intelligently  about  that. 

Mr.  FiNLEY.  That  would  be  a  question  to  be  very  gravely  consid- 
ered in  this  matter,  would  it  not  ? 

Mr.  FoBDNEY.  Yes,  I  should  think  it  would;  and  yet,  gentlemen, 
the  securities  of  banks  that  1  am  interested  in,  and  I  presume  others 
are  very  much  the  same,  the  rate  of  interest,  crowds  around  5  per 
cent — ^  to  5  per  cent — and  the  banks  only  invest  in  those  bonds 
when  they  feei  that  they  have  the  money  to  spare  and  can  use  it 
outside  of  the  natural  commercial  channels. 

Mr.  FiNLEY.  As  to  the  matter  of  interest,  do  you  think  that  it 
would  make  any  serious  difference  with  persons  who  would  certainly 
be  depositors  in  the  postal  savings  bank  what  the  rate  of  interest 
would  be,  whether  it  would  be  2  per  cent,  3  per  cent,  1  per  cent,  or  no 
per  cent  ? 

Mr.  FoRDNEY.  Oh,  I  think  the  Government  ought  to  pay  a  rate  of 

interest. 

Mr.  FiNLEY.  I  am  not  speaking  of  that.  I  am  speaking  of  the 
amount  of  deposits  that  would  come  into  the  banks  certainly. 

Mr.  FoEDNEY.  I  don't  know  as  I  ^uite  get  jour  idea. 

Mr.  FiNLEY.  Take  people  who  wish  security  above  all  things,  this 
class  of  stocking  money;  that  class  of  people  who  would  deposit  in 
postal  savings  banks  because  of  the  securitjr.  Would  the  question  of 
the  rate  of  mterest  make  any  material  difference  with  them  as  to 
what  they  would  do  ? 

Mr.  FoRDNEY.  Well,  that  question  makes  some  difference  with 
Some  men,  and  with  some  it  does  not.  With  those  who  are  not 
satisfied  with  our  present  banking  system,  and  most  of  those  who 
dbn't  deposit  at  all,  they  would  rather  take  the  lower  rate  of  interest 
and  have  the  secun^.  And,  as  an  illustration,  in  1896  I  had  a  man 
working  for  me,  a  German,  a  foremi-bom  German,  a  very  faithful 
feUow  and  a  thrifty  man,  who  had  mteen  or  twenty  thousand  dollars 
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in  money  loaned  on  good  secmitv.    He  came  to  me  about  two  weeks 
before  the  election  in  1896— and  I  am  no*  t^ki!«  pohtics,  but  give 
this  as  an  illustration-and  he  said,  ae  I  was  aboutto  dnve  out  of  the 
barn,  ''Are  you  in  a  hurry?"    I  said,  "No."    He  s«k1:  "How  do 
you  think  the  election  is  coming  out?"    I  told  him  what  I  thought 
about  it,  and  then  he  asked  me  what  I  thought  of  the  Bank  of  bagi- 
naw,  Mid  be  8«d,  ''Is  it  aU  right?"    The  Bank  of  Saginaw  was  one 
of  oir  largest  banks.    I  said:  "Why  do  you  ask  me  that?    I  think 
tlHit  bank  is  aU  right,  one  of  the  best  m  the  United  States,  and  the 
Zl^ment  ^e^oeekingly  safe."    He  s«d:  "Well  I -11  tell  y oil 
Yesterday  I  received  a  paymMit  on  a  mortgage  of  »2,200     1  am 
afraid  that  we  are  going  to  have  free  silver,  and  I  am  afraid  ot  my 
money.    It  is  in  the  Bank  of  Saginaw.    That  mortgage  was  payahte 
in  gold,  and  while  it  was  not  paid  in  gold,  the  bank  told  me  that  1 
coiSd  have  it  at  any  tune  that  I  demanded  it,  and  I  am  going  down 
and  take  the  money  out  and  put  it  in  hiding.     I  said:    Why  do 
^  do  Oiat?   Thihmk  is  a&  i^ht.".  He  said :  "I  figure  it  out 
this  way:  I  have  some  money  in  the  savings  department  of  the  bank 
upon  which  I  am  drawings  3  per  cent  mUstesLld  free  silver  does 
not  carry,  then  I  will  only  lose  my  mterest  frwa^now  untal  after 
election,  and  if  it  does  carry^  it  will  be  worth  S2  for  tl  and  I  going 
to  have  it  on  hand."    But  I  persuaded  him  not  to  do  it    Three  off 
four  days  afterwards  he  came  to  me  smilingly  and  said  that  he  ^ad 
found  a  way  out;  that  he  had  loaned  his  money  on  a  farm,  40  per 
cent  of  its  real  value,  on  a  ni«<gage.   But  he  was  hke  a  great  many 

^*Mr'MuRDOCK.  Following  that  aiw;tration,  is  it  not  a]i^^ofV**"i^°; 

that  the  depositor  has  in  mind  two  things,  security  and  mi«rest;  tnat 
durmg  abnormal  times  and  panicky  times  the  element  <rf  secunty 
loom?large  m  the  depositor's  mind,  and  that  during  normal  times  the 
el^ent  ^  me&nij  lapses,  and  the  idea  of  mterest  becomes  the  main 

FoBDimY.  Certamly;  the  depositor  then  seeks  the  highest  rate 
of  interest.   Hie  condition  of  the  times  fetes  the  view  pomt  of  the 

^^Slr  ^  Fassett.  I  do  not  want  to  cross-examine  you,  but  I  wajt  to  get 
a  comparison  of  views.  I  understood  you  to  say  that  the  chief  benetot 
from  this  bill,  or  some  similar  bill  would  be  to  draw  money  out  of 
hiding.  Of  course  I  suppose  you  would  be  willing  to  add  to  that,  as 
OBO^r  benefit,  the  encoiffagement  that  there  might  be  to  tlirift  and 
to  the  habit  of  savinf  t 

Mr.  FoRDNEY.  Yes.  -     ,      ,  ,       ,  .     ^       u-  I.- 

Mr Fassett.  Now,  Mr.  Murdock  spoke  of  th^  being  two  objects 
in  the  mind  of  a  depositor,  one  of  security  and  the  other  of  interest. 
The  appeal  of  interest  does  not  reach  the  people  who  are  keepmg 

money  in  hiding  ? 

Mr"  Fordhby.  That  is  imdoubtedly  true;  yes,  sir.         .     ,  , 
Mr.  FASSm.  The  sole  appeal  to  them,  apart  from  the  nuser  s  pleas- 
ure in  feeling  the  money,  4at  Mr.  Hamer  thought  belonged  to  the 

"^M^'  Fo^RDXEY^  Yes;  but  of  course,  Mr.  Fassett,  the  two  induce- 
ments must  be  put  together;  but  security  principally. 

Mr  Fassett.  The  interest  feature  does  not  appeal  so  strongly  to 
pmpi»  who  are  now  holding  thek  money  habitually  in  hiding  ?  - 
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Mr.  FoRUNEY.  I  don't  think  that  there  is  as  much  in  hiding  as  the 
people  tliink  there  is.  The  point  is  that  in  time  of  financial  flurry  the 
money  wiU  go  into  hiding  unless  the  seourity  is  the  best. 

Mr.  Fassett.  Then,  the  interest  does  not  appeal  to  the  people  who 
have  money  in  hiding  now,  and  if  the  Government  opened  up  the  post- 
offices  as  (l(>j)ositories  that  would  be  with  the  idea  of  making  a  secure 
place  in  whu  h  to  put  money,  and  to  that  extent  would  attract  that 
kind  of  money  ? 

JVlr.  FoRDNEY.  Any  man  who  would  deposit  money  in  bank  under 
any  system  that  we  could  devise  will  deposit  it  in  the  postal  savings 
bank  if  we  establish  this  law  and  be  satMed  with  the  security. 

Mr.  Fassett.  That  leads  me  to  another  suggestion,  which  is  that 
the  rate  of  interest  wouUl  then  be  only  an  additional  inducement  as 
applied  to  money  not  now  in  hiding  and  deposited  somewhere  eke? 

Mr.  FoRDNEY.  Yes,  sir. 

Mr.  Fa  ssETT.  And  already  in  financial  use  ? 

Mr.  FoRDNEY.  Yes;  just  as  I  made  reference  to  the  little  French 
woman  wlio  had  the  money  in  the  bank  and  it  was  drawing  interest^ 
,  undoubtedly.  I  don't  know  iust  how  she  had  deposited  it,  but  per- 
haps, as  she  came  with  a  check,  it  was  in  the  commercial  department. 
But  she  was  not  satisfied  with  the  security,  althou^^h  satisfied  with  the 
rate  of  interest,  because  when  she  put  the  money  m  the  postal  money 
order  she  ^ot  no  interest.  She  was  ready  to  sacrifice  all  interest  for 
the  sake  of  security. 

Mr.  Fassett.  Now,  1  would  like  to  follow  this  up  a  little  further. 
Interest  plus  security  then  will  affect  the  location  of  money  only  \^ 
disturbing  it  from  where  it  now  is  in  use? 

Mr.  FoRDNEY.  That  is  it,  exactiy. 

Mr.  Fassett.  If  one  of  the  objects  of  this  bill  is  to  encourage  thrift 
and  saving  by  opening  up  new  opportunities  for  the  deposit  of  money, 
why  should  not  the  post-offices  be  opened  in  those  communities  which 
are  not  now  blessed  with  sufficient  banking  facilities  ?  I  am  coming 
to  that,  because  I  understood  you  the  other  day  to  intimate  that  by 
all  means  they  should  not  be  opened  up  in  fourth-class  post-offices, 
which,  it  seems  to  me,  would  be  the  very  places,  if  we  are  to  Attach 
importance  to  the  encouragement  of  thrnt  and  attach  importimce  to 
the  drawing  of  money  out  of  hiding,  it  is  in  hiding,  where  they 
should  be  established. 
^  Mr.  Fokdney.  Now,  I  am  very  glad  that  you  have  asked  that  ques- 
tion, because  that  is  one  of  the  important  features  of  the  bill,  in  my 
opinion;  and  as  an  illustration  I  am  going  to  call  your  attention  to  a 
situation  existing  in  Mr.  Hamer's  State.  A  short  time  ago  I  was  in 
the  pine  woods  of  Idaho.  I  stopped  where  a  w^oman  kept  a  county 
hotel;  she  was  postmistress,  her  husband  haTing  recently  died.  It 
was  in  Collins,  Idaho.  Moscow  was  the  railroad  station  for  getting 
the  mail  and  was  40  miles  away.  The  mail  was  received  tmce  a  week 
by  carrier  and  came  by  horseback  or  in  a  buggy.  That  was  a  fourth- 
class  office.  I  don't  know  whether  it  was  a  money-order  office  or  not, 
but  to  begin  with,  the  woman  had  absolutely  no  banking  ability,  and 
that  is  a  very  serious  question  when  you  come  to  a  bank  bill.  Sec- 
ondly, she  had  absolutely  no  banking  fadJities;  and,  thirdly,  tJhe 
house  could  be  ransacked  by  burglars  and  every  dollar  of  the  moiiey 
taken  away,  or  on  account  of  that  long  distance  from  Collins  to  Mos- 
cow, nearly  40  miles,  through  a  sparsely  settled  country  and  one-haJf 
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or  more  through  forests,  the  mail  earner  could  be  held  up  every  day 
and  the  mail  bag  robbed  of  the  money.   Now,  if  you  established  at 

that  fourth-class  office  

Mr.  Hamer.  I  might  say  that  that  could  not  happen  in  modern 
Idaho. 

Mr.  FoRDNEY.  Possibly  not,  but  you  go  to  Mississippi,  and  it  is 
exactly  the  same  way,  and  I  am  speaking  now  of  my  experience  in 
travelmg  over  the  country — California,  Oregon,  Washington,  and 
Idaho,  and  all  the  Southern  States  where  there  is  any  pine.  I  have 
been  in  every  State  in  the  South  looking  for  pine  timber,  and  the 
fourth-class  offices  are  in  the  rural  diistricts,  where  there  are  no  bank- 
ing facilities,  and  you  would  practically  establish  banks  in  those 
places,  which,  of  course,  would  be  giving  the  greatest  opportunities 
m  the  world  for  yeggmen  and  tramps  to  rob  the  mails,  and  that 
would  be  an  exceedingly  serious  condition.    Now,  on  the  other  hand, 

fou  do  not  find  the  foreigners  in  those  localities.  The  district  that 
have  the  honor  to  represent  h^  has  four  counties  of  the  most 
fertile  land  in  the  world,  perhaps,  or  as  good,  a  thickly  populated 
farming  country,  with  200,000  people  in  the  four  counties.  Thwe 
are  a  great  many  fourth-class  omces,  but  there  are  no  foreigners  in 
the  territory  where  there  are  fourth-class  offices,  because  those  offices 
are  located  out  in  the  farming  communities,  and  the  farmer  gener- 
ally does  business  in  the  county  seat  or  town  where  he  hauls  his  grain. 
He  is  not  suffering  for  the  need  of  banking  facilities  directly  at  his 
door,  where  there  may  be  a  fourth-class  office  with  an  incompetent 
woman  or  man  as  postmaster.  If  you  eliminate  from  the  biU  the 
fourth^lass  office,  you  are  in  no  way  taking  away  the  advantage 
of  getting  out  the  money  from  the  hiding  places,  excepting  from  the 
miser,  and  he  is  not  likely  to  deposit  at  all,  because  it  is  the  foreign 
element  who  is  afraid  of  his  security,  and  it  is  in  the  manufacturing 
centers,  he  resides,  where  there  are  plenty  of  banking  facilities,  and 
there  are  no  fourth-class  post-offices  there  at  all. 

Mr.  Stafford.  As  I  understand  you,  the  county  seats  generally 
have  a  presidential  office,  where  they  would  have  the  opportunity 
of  depositing  funds  in  postal  savings  banks  ? 

Mr.  FoRDNBY.  In  every  county  where  there  are  farmers  who  pat- 
ronize the  bank  there  is  a  county  seat,  or  a  town,  where  the  farmers 
feel  that  they  have  the  best  market,  and  they  go  there  and  usually 
do  their  banking  business  there. 

Mr.  Murdock.  Isn't  it  true  that  if  there  is  any  place  in  the  United 
States  where  there  is  no  particular  need  of  the  encouragement  of 
thrift  it  is  around  the  fourth-class  post-office  i 
Mr.  FoEDNEY.  Absolutely. 

Mr.  SHrm.  Now,  let  me  call  your  attention  to  the  fourth-class 
offices  in  the  West.    They  are  all  small  stations  along  the  railroads, 

or  else  in  the  communities  off  the  railroads,  and  do  you  think  that 
you  are  going  to  be  able  to  satisfy  those  people  that  they  are  getting 
an  even  deal  if  you  say  that  those  people  who  live  where  there  are 
banks  may  have  the  advantage  of  these  ]K)stal-bank  facilities,  but 
that  those  who  live  remote  from  tlie  banks,  and  have  no  secure  place 
in  which  to  put  their  money,  ahall  be  deprived  of  those  banking 
facilities  ? 
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Ifr.  FoRDNEY.  I  will  take  my  chartCes  on  goin^  among  my  constit- 
uents and  showing  those  who  live  in  the  rural  districts  that  to  estab- 
lish banks  in  their  immediate  vicinities  in  fourth-class  post-offices 
would  he  absolutely  suicide  and  bad  business. 

Mr.  Smith.  They  probably  would  not  care  if  the  post-otbce  it 
robbed,  because  the  savings  would  be  secure   ^  .^^^  • 

Mr.  FoRDNEY.  Oh,  yes;  every  man  has  at  heart  mttfttst  m  tBH 
Federal  Government  to  that  extent.  i     u  u 

Mr.  Smith.  Oh,  they  would  not  care  if  the  post-otface  should  be 

robbed  every  night.  i  •   ,  .1  t 

Mr.  FoRDNEY.  When  you  ^et  hold  of  a  lellow  oi  that  kind,  then  1 
do  not  think  you  ^ould  con^der  him  politically. 

Mr.  Smfth.  We  have  always  been  in  the  habit  of  saying  that  one 
man  is  as  good  as  another  m  connection  with  ppstid  facilities;  you  can 
tro  out  and  find  the  humblest  citizen  in  all  the  land,  and  you  igve  bim 
as  good  postal  facilities  as  you  give  to  anybody.  I  can  call  Off  IttMiy 
towns  in  my  district,  off  the  railroad,  served  by  star  routes,  where 
there  are  communities  of  farmers  and  miners,  and  where  men  are  paid 
off  on  Saturday  night  and  where  they  have  no  secure  place  to  put  their 
money,  there  being  no  banking  facilities  in  the  town.  Then  you 
would  say  to  theffl  that^  th^  can  not  have  this  security;  that  the 
Government  is  not  going  to  help  them  out. 

Mr.  FoRDNEY.  Well,  I  have  been  in  your  State  and  haTe  spent  a 
c^ood  deal  of  time  in  the  woods  in  California— two  years,  all  told,  m 
mv  life-  for  instance,  in  Humboldt  County,  Mendocind  County,  and 
Del  Norte  Countv.  Eureka,  Cal.,  is  a  city  of  some  15,000  people  and 
has  splendid  banking  facihties.  Areata,  Cal.,  is  just  across  the  bay 
fttid  h&s  good  bMitong  facilities.  There  are  banks  up  in  the  country 
in  the  little  towns,  but  when  you  get  farther  up  on  the  streams  you 
will  find  the  little  country  hotel,  and  there  are  at  the  40-mile  houses, 
a  fourth-class  post-office,  though  in  a  good  tbrifty  community,  be- 
cause all  along  the  vallevs  there  is  the  best  fruit  and  agricultural  land 
in  the  world,  but  wouldyou  think  it  wise  to  establish  a  postal  savings 
bank  at  a  40-mile  house  on  a  road  40  miles  from  a  bank  ? 

Mr.  SMrrH.  I  have  not  swd  that  it  was  wise  to  estabhsh  them  any- 
where in  the  country.  + 
Mr.  FoRDNBY.  I  know  that,  but  it  would  be  a  very  swnous  mistake 

to  do  that.  .  ,  ,   .  .     •  A. 

Mr  Smith.  And  of  course  I  agree  with  you  that  to  giveprotection 
to  the  money  that  might  be  deposited  in  the  rural  post-offio^  mjght 
cost  the  Government  a  great  sum;  but  when  you  start  out  to  serv« 
the  American  people,  you  are  going  to  have  all  kinds  of  trouble  if  you 

do  not  serve  tnem  all  alike.  . 

Mr.  FoEDNEY.  And  if  the  people  of  my  district  want  me,  by  my 
action  down  here  in  voting  for  this  ImII,  to  establish  banks  m  a  rural 
district  that  would  offer  opportunity  for  the  stealing  of  money,  and  i 
could  not  convince  them  that  I  had  acted  in  thew  best  mtetests,  th«i 
I  want  them  to  send  another  fellow  down  here  and  I  will  stay  at  hon^. 

Mr  Smith.  Let  me  put  the  question  to  you  m  tins  way,  as  they  will 
put  it  to  vou  and  to  me.  They  say, "  You  have  given  postal  savings- 
bank  facaUties  to  those  communities  that  have  banking  facilities, 
and  you  are  denying  those  facihties  to  those  commumUes  that  have 
not." 
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Mr.  FoRDN«Y.  Because  they  have  no  possible  banking  facilities, 
or  no  possible  means  of  taking  care  of  their  money  and  securing  it  to 
the  people. 

Mr.  SuTta.  They  will  say  to  you:  "Let  the  Qovemment  take  care 
of  the  money,  if  they  wish  to  handle  our  money." 

Mi'.  FoBDNBT.  That  could  not  be  done  with  any  reasonable  cost 
fo  the  GoveHtinent.  It  is  proposed  in  this  Irill  to  tUfnreaae  the  salaries 

of  fourth-class  offices  where  deposits  are  made  in  ^lat  office.  There 
is  no  one  who  can  estimate  the  amount  of  increased  tost  to  the  Govern- 
ment in  that  matter.  If  you  pay  the  banker  a  commission,  if  the 
Postmaster-General  establishes  such  rules  and  regulations  as  will 
permit  the  postmaster  to  have  a  percentage  on  the  money  that  is 
deposited  with  him,  then  he  will  make  a  system  of  canvassing  the 
MifmbM  itk  hk  Strict,  Im  frisnds,  to  depoMt  their  money  wi^  htei, 
so  that  he  <»,n  get  a  commission  out  of  it. 
Mr.  Smith.  That  is  not  proposed,  is  it  ? 

Mr.  FoRDNEY.  Yes;  it  is.  It  does  not  say  that,  but  it  is  proposed 
to  increase  the  salary,  though  you  do  not  propose  to  increase  the 
salaries  of  postmasters  in  first,  second,  afid  third  class  ortices. 

Mr.  Smith.  You  were  speaking  of  facilities  for  securing  the  money 
ifi  these  remote  places.  What  are  you  going  to  do  in  towns  where 
there  are  banks,  but  where  you  keep  fiieiie  post-o£Biee  banks  opM 
mU\  S  o'clock  at  n^t  ? 

Mr.  FoRWTBT.  The  only  money  you  would  have  on  hand  would 
be  the  money  the  postmaster  took  in  after  banking  hours. 

Mr.  Smith.  Which  would  be  the  hour  of  deposit  of  the  mechanics, 
and  so  forth  ? 

Mr.  FoRDNEY.  Well,  the  postmaster  might,  if  he  thought  it 
dangerous  to  have  money  in  his  possession  over  night,  say  that  it 
was  not  safe  for  him  to  keep  his  office  open  for  deposit  after  banking 
hottrs,  because  he  had  no  means  of  taking  care  of  the  money. 

Mr.  Stafford.  That  is  only  an  incid^tal  providon  in  the  bill, 
and  that  could  be  eliminated  if  it  was  found  to  be  objectionable. 
/    Mr.  LowDEN.  Now,  with  reference  to  the  hiding.    Do  you  think 
there  shoukl  be  a  limit  of  the  amount  of  money  that  any  man  could 
deposit,  as  provided  for  in  the  Senate  bill  ? 

Mr.  FoBDNEY.  Well,  I  would  not  care  very  much  about  that.  I 
rather  think  that  if  a  limitation  were  in  the  bill  it  would  be  a  good 
feature  until  we  try  it  and  see  how  it  is  going  to  work. 

Mr.  LowwBN.  Referring  to  your  man  who  had  $2,200.  If  this  bill 
were  a  law  he  would  only  be  able  to  put  $500  in  the  postal  savings 
bank,  and  the  other  $1,700  would  not  be  withdrawn  from  hiding. 

Mr.  FORDNEY.  No. 

Mr.  LowDEN.  And  with  reference  to  1896,  that  has  ])eoii  mentioned 
before.  Isn't  it  a  fact  that  a  lot  of  the  money  that  was  withdrawn 
from  circulation  was  not  the  money  held  by  the  people  who  had  one, 
two,  three,  or  four  hundred  dollars,  but  was  it  not  discovered  after 
the  election  that  many  otf  the  very  rich  men  had  taken  $100,000, 
$200,000,  S300,000  of  gold,  and  put  it  into  safe  deposit  vaults,  and 
which  would  not  be  reached  by  any  lull  which  we  can  pass  ? 

Mr.  FoRDNEY.  I  don't  doubt  that  that  is  true,  but  I  did  not  know 
of  any  such  case. 

Mr.  LowDEN.  I  lived  in  Chicago  at  that  time,  and  I  think  I  can  say 
that  everybody  came  to  the  conclusion  after  the  election  was  over 
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that  the  biggest  hiding  that  had  been  done  during  that  time  was  by 
the  ver}'  rich  people,  and  which  would  not  be  reached  by  this  bill. 
Mr.  FoRDNEY.  That  is  possible. 

Air.  Fassett.  It  is  only  fair  to  add  that  it  is  generally  understood 
that  the  hanks  themselves  hoarded  a  rather  considerable  amount. 

Mr.  FoBONET.  I  know  this  much,  ^ntlemeiiy  that  the  bioiks^  I 
knew  of  at  time  never  before  or  since  had  as  much  money  on 
hand  as  at  that  time. 

Mr.  Hamer.  Do  you  think  that  the  timid  people  who  in  time  of 
apparent  panic  want  a  safe  place  for  their  money  could  be  reached 
by  reducini^  the  denomination  of  the  government  bonds  to  $25,  $50, 
and  $100,  to  enable  them  to  make  investments  in  government  bonds  ? 

Mr,  FoRDNEY.  I  have  known  many  instances  in  my  district  where 
men  came  to  me  and  wanted  to  know  if  I  could  get  for  them  a  $50  or 
a  SlOO^vemment  bond. 

Mr.  Hamek.  Did  it  ever  occur  to  you  that  that  might  be  a  plan 
which  would,  in  a  manner  at  least,  answer  the  demand  for  postal 
savings  banks  ? 

Mr.  FoRDNEY.  Oh,  I  think  we  have  got  to  seriously  accept  this  as 
we  have  it,  and  to  amend  it  and  make  it  as  safe  as  you  can;  but  to 
accept  it.  I  don't  think  you  can  sidetrack  it  by  any  other  proposi- 
tion.   I  have  seen  nothing  offered  that  would  be  as  good  as  this. 

Mr.  MuiCDOCK.  Mr.  Hamer  has  asked  you  whether  a  provision  for 
the  fixing  of  the  government  bonds  at  a  smaller  denomination,  say 
of  $25,  would  not  take  the  place  of  postal  savings  banks.  What 
would  you  say  to  the  proposition  of  making  a  feature  of  the  postal 
savings  banks  the  proposition  that  after  a  depositor  in  a  savings  bank 
had  deposited  as  high  as  $25  he  could  convert  that  deposit  into  a 
govemnaent  bond  of  $25  ? 

Mr.  FoRDNEY.  The  trouble  is  that  would  be  positively  and  surely 
the  diverting  of  money  from  the  rural  districts.  That  would  be  th^ 
bad  feature,  as  it  appears  to  me. 

Mr.  DoDDS.  You  say  that  depositors  in  these  postal  sayings  banks 
would  be  largely  made  up  of  parties  who  now  nave  their  money  in-^ 
hiding.    Who  would  be  the  other  depositors  that  would  come  ? 

Mr.  FoRDNEY.  That  was  thoroughly  discussed  before  you  came  in, 
I  may  say.  It  is  the  man  who  becomes  alarmed  in  a  financial  flurry 
as  to  the  security  and  pulls  it  out. 

Mr.  DoDDS.  I  ou  would  have  the  postal  savings  bank  not  only  for 
those  who  would  not  put  their  money  in  bank  at  all,  but  those  who 
would  put  their  money  in  bank  fmd  oe  thankful  for  them  ? 

Mr.  FoRDNEY.  It  would  do  more  to  bring  back  into  commer- 
cial channels  the  money  of  timid  depositors  than  anytliing  else  we 
could  do. 

Mr.  MuRDOCK.  Your  position  in  part  is  tliis — that  as  a  matter  of 
fact  during  normal  times  there  is  very  httle  money  in  hiding  i 
Mr.  FoRDNBY,  Very  httle. 

Mr.  MuitDOOKv  And  that  the  postal  savings  banks  during  normtd 
times  would  not  serve  any  very  great  purpose? 
Mr.  FoRDNEY.  I  think  not. 

Mr.  MuRDOCK.  But  during  times  of  panic  there  would  be  large  sums 
of  money  in  hiding,  and  that  it  would  be  of  great  service  during  that 
tune? 
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Mr.  FoRDNEY.  If  you  can  put  safeguards  around  it  and  keep  the 
money  in  the  local  territory ,  yes;  but  otherwise  it  is  a  detriment.  I 
want  to  see  stricken  from  the  bill  the  words  '^other  securities.'' 
I  would  like  to  see  that  word   exigencies"  stricken  out.   The  word 

covers  a  multitude  of  sins. 

Mr.  Hamer,  In  the  case  of  the  lady  in  vour  communitv  who  went 
to  the  postmaster  at  a  time  when  there  w^as  ap]:)arently  danirer  of  a 
panic  and  invested  money  which  she  had  taken  out  of  bank  in  postal 
notes,  do  you  not  think  that  if  she  had  been  famiUar  with  the  good 
features  of  a  government  bond  that  she  would  have  invested  her 
money  in  government  bonds^  had  they  been  in  denominations  to  please 
her,  instead  of  taking  the  postal  notes,  especially  in  view  of  the 
fact  that  the  government  bond  draws  interest  and  the  postal  note 
does  not  ? 

Mr.  FoRDNEY.  No;  I  don't  think  so,  for  this  reason:  In  the  first 
place,  she  became  afraid  of  her  security  and  ran  for  cover,  ready  to 
sacrifice  the  interest.  Now,  if  this  bill  had  become  a  law,  and  that 
office  had  been  a  depository,  instead  of  sending  the  money  away  to 
New  York,  as  immediately  the  post-office  did  do,  the  postmaster 
would  have  taken  it  back  m  fifteen  minutes  and  put  it  in  the  ban^ 
from  which  it  had  been  withdrawn. 

Mr.  Hamer.  But  in  running  to  cover,  she  expected  the  Government 
to  pay  without  interest. 

Mr.  FoRDNEY.  It  would  have  been  an  inducement  for  her  to  deposit 
her  monev  and  take  2  per  cent  interest  instead  of  taking  the  bond^ 
because  she  could  get  h^  money  at  an^  time^  while  on  tne  bond  ^e 
woiUd  not  have  km)wn  so  much  about  it. 

Mr,  Hamer.  Couldn't  she  realize  on  the  government  bond  ? 

Mr.  FoRDNEY.  She  could;  but  the  average  person  is  not  familiar 
with  those  things. 

Mr.  Hamer.  And  that  is  just  the  idea.  Isn^t  it  true  that  the  peo- 
ple of  the  United  States  know  less  about  government  bonds  than  any 
other  security  in  the  United  States  to-day  ? 

Mr.  FoBDNEY.  That  may  be  true. 

Mr.  Hamer.  But  the  pomt  I  am  trying  to  get  at  is  this,  that  if  the 
ordinary  citizens  were  familiar  with  the  government  bonds  as  security 
as  they  are  with  many  other  securities  in  the  United  States,  don't 

you  think  that  that  would  be  a  proper  medium  for  the  citizen's 
money  in  times  of  stress  or  panic  ? 

Mr.  FoKDNEY.  Well,  in  answer  to  that  question,  I  will  say:  How 
are  you  going  to  establish  a  system  that  will  permit  Tom,  Dick,  and 
Harry  in  every  little  hamlet  or  town  in  this  country  to  be  afforded  the 
opportunity  to  invest  his  money  at  his  will  in  a  government  bond  1 
It  is  only  occasionally  that  there  is  a  government  issue  of  bonds, 
and  in  order  to  carry  that  out  and  to  iraord  the  people  the  oppor- 
tunity to  purchase  government  bonds  that  they  want,  say  $25  bonds, 
the  Government  would  have  to  have  on  sale  at  all  times,  in  every 
hamlet  in  tlie  country,  all  kinds  and  denominations  of  bonds. 

Mr.  Hamer.  Isn't  it  true  that  the  government  bonds  are  on  the 
market  every  day  in  the  year? 

Mr.  Fo&DNEY.  Yes;  but  thej  are  not  available  for  the  average 
farmer. 

Mr.  Hameb.  Has  there  ever  been  a  time  when  I  could  not  go  to 
my  banker  and  tell  him  to  buy  me  a  government  bond? 
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Mr.  FoRDNEY.  Piobabl}^  not;  but,  Mr.  Haiucr,  you  are  perhaps 
one  out  of  a  thousand  who  knows  how  to  do  that,  and  I  feel  tj^t  X 
•m  too  old  to  undertake  to  educate  people  along  those  linea. 

Hameb.  But  educate  them  on  the  ham  ms4>  the  people  mli^t 
.  become  more  familiar  with  this  security. 

Mr.  FoBDNET.  Suppose  you  seiid  out  to-day  $100,000,000  of  United 
States  Government  bonds  in  denominations  of  $10  or  $25.  They  get 
into  hands  that  do  not  want  to  dispose  of  them  at  a  time  that  you 
might  want  them,  unless  you  put  them  on  sale  in  every  depository 
in  the  country.  I  did  want  to  get  some  government  bonds  last  year 
in  order  to  deposit  them  with  the  insurance  commissioners  of  our 
State,  but  we  did  not  take  goveroment  bonds  bi^iise  the  rate  pf 
intsreat  was  not  satisfactoij. 

Mr.  Hameb.  But  the  rate  of  interest  would  not  necessarfly  cut 
Wiy  figure  with  the  person  who  is  trying  to  run  to  cover,  because  it 
is  security  and  not  interest  that  is  wanted. 

Mr.  FoRDNEY.  Oh,  yes,  it  would,  because  he  knows  exactly  what 
rate  of  interest  he  would  get  in  thjB  postal  saviwgs  baftk,  bj^it  Apt  m 
the  case  of  the  bonds. 

Mr.  Hamer.  When  he  deposits  his  money  in  a  post-office,  and 
accepts  as  his  security  a  postal  note,  he  gets  no  interest,  and  b^  kooir? 
he  will  get  no  iijterest. 

Mr.  FORDNEY.  That  is  temporary  only. 

Mr.  Hamer.  And  the  other  investment  might  be  temporary. 

Mr.  FoRDNEY.  I  can  hardly  agree  with  you  that  that  could  be 
worked  out. 

Mr.  Hamer.  I  did  not  and  dp  not  contend  that  it  is  feasible,  but  i 
simply  wanted  your  views. 

Mr.  FoBDNET.  I  don't  thinly  you  ooDld  wovk  out  a  pj:aeti0al  ^n 
tiiere. 

Mr.  Gabdneb.  Reverting  to  your  illustration  a  moment  ago  con- 
cerning your  German  employee,  which  illustrates,  it  seems  to  me, 

a  phase  of  human  nature  worth  considering  in  this  connection:  Isn't 
it  a  demonstration  that  at  every  time  there  is  political  agitation 
about  the  changing  of  our  money,  or  when  the  conditions  are  such 
that  there  is  liable  to  be  an  issue  of  greenbacks  such  as  was  done  during 
the  civil  war,  that  we  wUl  have  a  run  on  the  postal  savings  banks  ? 

Mr.  FoBDHBY.  There  have  only  been  two  such  periods  in  my  life- 
time, one  the  panic  of  1873  and  the  other  that  of  1893. 

Mr.  Gardner.  Wouldn't  two  such  periods  in  the  lifetime  of  a 
man  as  young  as  you  are  be  quite  enough  to  illustrate  the  danger? 

Mr.  FoRDXEY.  I  have  had  enough  of  it  and  do  not  want  any  more. 

Mr.  Gardner.  You  have  no  guarantee  again$t  lik^  political  agita- 
tions in  the  future  ? 

Mr.  FoKDNEY.  Oh,  no. 

Mr.  Gabdneb.  Sometimes  there  are  great  fallacies  about  money. 
Has  any  consideration  been  ^ven,  so  far  as  you  know,  to  the  making 
of  this  contract  between  the  post-office  and  tne  depositors  redeemable 

in  gold  ? 

Mr.  Fordney.  No;  I  have  not  heard  of  anything  of  that  kind. 
Yet,  Mr.  Gardner,  he  is  not  supposed  to  deposit  anything  else  but 
gold  or  silver  or  paper  money,  and  if  I  understand  existing  Jaw, 
thej  are  all  rede^nable  in  ^d  on  demand,  or  at  request. 
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Mr.  Gardner.  the  present  statute,  yes.  But  my  point  is, 
and  what  I  am  asking  you  is,  if  the  stability  of  those  deposits,  this 
idea  of  safety  about  it,  is  not  entirely  dependent  upon  the  absence  of 
political  agitation  for  a  change  of  the  money  standard;  and  will  not 
•Feiy  such  agitatioii  ttmost  o{  nacewitjr  e^mts  a  our  poital 

saYings  banks  9 

ICr.  FoBDKST.  Mr.  Gardner,  I  have  been  in  businesB  mace  I  was 
a  boy.    I  went  through  the  panic  from  1893  to  1895.    I  was  then 

actively  engaged  in  business.  The  panic  of  1907  did  not  affect  me 
at  all.  I  was  not  borrowing  money  just  at  that  time,  and  I  did  not 
feel  the  effects  of  it.  But  from  1893  to  1897  every  business  man  knows 
how  hard  it  was  to  obtain  money  and  do  business.  Values  had  depre- 
dated, and  there  was  no  knowing  when  the  end  was  going  to  comfi 
upon  the  money  stringency  or  the  diNsa^  for  goods  bMpn.  loume* 
diately  u{>on  the  demand  for  goods  coming,  tbe  mmiey  oegan  to  be 
earner,  which  is  always  the  case;  and  in  all  such  times  as  that  is  them 
a  likelihood  that  any  money  that  would  be  put  into  the  bank  by  the 
average  depositor  will  run  tor  hiding. 

Mr.  Gardxer.  But  isn't  it  true,  as  human  nature  is  itself,  that  if 
you  have  in  this  bill  a  provision  that  these  deposits  shall  be  paid  in 
ffoki,  upon  every  occasion  that  any  doubt  arises  in  the  pubhc  mind 
&om  any  case  whatever  of  the  banks  being  able  to  maintain  the 
gold  standard,  the  money  will  rush  to  the  postal  savings  banks,  and 
ewtainly  every  time  there  is  political  agitati<m  in  favor  ci  a  change 
of  standard  that  money  will  flow  from  the  postal  savings  banks. 

Mr.  Fordney.  Mr.  Gardner,  I  should  think  it  would  be  an  unwise 
provision  to  put  into  this  law  that  those  deposits  shall  be  paid  on 
demand  in  gold,  because  the  man  does  not  deposit  in  gold,  and  if  he 
should  be  alarmed  about  silver  or  pa|>er  money  he  could  deposit  his 
money  this  morning  in  the  postal  savmgs  bank  under  such  a  law  and 
in  the  afternoon  demand  sold  for  it.   That  would  be  disastrous. 

Mr.  MusnocK.  That  is  based  upon  this  entirely:  That  if  eve^body 
in  the  United  States  should  try  to  redeem  the  money  in  the  United 
States  in  gold  to-day  that  we  could  not  redeem  that  money. 

Mr.  Fordney.  No. 

Mr.  Weeks.  Now,  to  get  to  the  fundamentals.    Are  you  in  favor 
of  the  Government  going  into  busLoess,  as  a  general  proposition  i 
Mr.  Fordney.  No,  sir;  I  am  not. 

The  CHAOMAir.  Then  you  would  make  m  exception  in  this  ease, 
would  you  ? 

Mr.  Fordney.  Yes;  I  would.    There  are  reasons  for  it,  which  I 

have  stated. 

The  Chairman.  And  you  think  your  reasons  are  sufficient  to  over- 
come your  indisposition  to  have  the  Government  go  into  business  in 
general  matters  ? 

Mr.  Fordney.  Yes;  I  really  think  so. 

The  Chairman.  Now,  are  you  in  fevor  of  die  GovMnraent's  guar- 
.aoieeiiig  bank  deports  ? 

Mr.  BoRDNEY.  No;  I  am  not,  under  any  ch-cumstances. 

The  Chairman.  You  are  in  favor  of  the  Governmient  depositing  in 
both  national  and  state  banks  ? 

Mr.  Fordney.  Well,  I  think  so.    I  think  the  examinations  by  the 

bank  ^Kfunmer*  WM^yr  state  laws,  esi^ciaiiy  in  «Air  State,  where  X  Am 
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more  familiar  with  them,  is  quite  equal  to  the  iuispection  of  the  Gov- 
ernment officials. 

The  Chairman.  You  know  th&re  is  great  variance  in  state  laws  as  to 
the  inspection  of  state  banks,  and  all  that  sort  of  thing  ? 

Mr.  FoRDNEY.  I  imagine  there  is,  but  I  am  not  entirely  familiar 
with  that. 

Tlie  Chairman.  There  is.  Now,  are  you  in  favor  of  the  Govern- 
ment" s  depositing  any  money  in  any  bank  over  which  the  Govern- 
ment has  no  control,  without  being  absolutely  secured? 

Mr.  FoBDNEY.  Oh,  I  think  the  security  ought  to  be  very  satisfac- 
tory, but  as  to  whether  it  should  be  100  per  cent  or  not,  I  would  rather 
you  would  work  that  out  than  to  put  the  responsibility  upon  me.  I 
hardly  think  it  is  necessary  to  put  up  100  percent  security,  especially 
when  the  Government  is  a  preferred  creditor. 

The  Chairman.  If  I  understood  your  testimony  correctly,  you 
would  prefer  the  security  of  bonds  rather  than  the  security  of  a  bond- 
ing company  ? 

Mr.  FoRDNBY.  I  think  you  would  make  it  easier  for  the  banks  and 
have  just  as  adequate  security  to  the  Government  if,  instead  of 
accepting  a  surety  bond  upon  which  they  would  have  to  pav  about 
2  per  cent  and  get  no  returns  from  it,  the  Government  would  accept 

municipal  bonds  upon  which,  of  course,  the  bank  would  get  from  4 

to  5  per  cent  

The  Chairman.  Would  it  not  be  an  incongruous  procedure  to  have 
a  private  company  guaranteeing  the  Government  against  loss  in 
cases  where  the  Government  had  deposited  with  its  own  agents  ? 

Mr.  FoBBNBY.  Yes,  I  think  that  would  be  the  tail  waging  the 
dog. 

The  Chairman.  Now,  we  have  got  to  look  to  the  future  if  we  are 

going  to  authorize  postal  savings  banks.  Let  us  suppose  that  we 
get  $100,000,000  in  these  banks,  as  we  will.  Suppose  somebody 
comes  to  Congress  with  the  proposition  that  the  rate  of  interest  be 
raised  on  deposits  from  2  to  2^  or  3  per  cent.  Do  you  thmk  there 
would  be  any  stopping  it  ? 
Mr.  FoBDNBY.  Oh,  I  think  so.   And  yet  all  sorts  of  such  schemes 

The  Chairman.  When  we  have  $100,000,000,  there 'is  going  to  be 
a  milhon  depositors  or  something  near  that.  Do  jou  think  with  a 
milUon  ])eople  asking  Congress  for  something  that  it  would  be  possi- 
ble to  refuse  it  ? 

Mr.  FoRDNEY.  Yes;  I  do.  I  think  every  fair-minded  man  ought 
to  take  this  into  consideration,  that  the  rate  of  interest  that  the 
Government  shall  pay  must  be  less  than  that  which  he  receives  from 

the  banks.  ,  •        /.       •  i 

The  Chairman.  Is  the  individual  f  aur-minded  when  his  own  financial 

interests  are  at  stake? 

Mr.  FoRDNEY.  Sometimes,  I  think;  yes. 

The  Chairman.  Now,  I  want  to  ask  you  another  question,  Mr. 
Fordney.  Suppose  we  have  SI 00, 000,000  in  the  postal  savings  bank; 
that  these  deposits  are  placed  at  2  per  cent  interest,  or  2^  per  cent, 
whatever  it  is,  and  somebody  comes  in  here  with  a  proposition  to 
drain  swamp  Ifmds,  which  you  and  I  do  not  feel,  we  will  say,  is  a 
proper  government  function.  The  proposer  of  that  legislation  is  told 
that  there  is  no  available  money.   Then  he  makes  this  point,  that 
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the  people  have  $100,000,000  lymg  m  the  banks  doing  nobody  any 
vrool  excepting  the  bankers.  What  do  you  thmk  Congress  would 
do  in  that  case  ?  Don't  you  believe  that  Congre^  would  say  Take 
the  people's  money  and  spend  it  for  the  benefit  of  the  people!  ■ 
Mr  Fordney.  I  don't  think  so.  That  covers  a  wijde  latitude  and 
it  is  a  matter  worthy  of  very  serious  consideration.  The  weak-kneed 
pohticians  m  Congress  here  would  be  converted  by  an  argument  of 

that  kind,  but   .    ^  .  , 

The  Chairman.  Are  not  all  men  m  Congress  pohUcians,  and  are 

not  all  men  more  or  less  weak-kneed  ?  •  j  j 

Mr  Fordney.  No,  I  think  not.  I  don't  want  to  be  so  considered. 
I  don't  beUeve  that  anv  theory  of  that  kind  would  stir  me  and  if 
every  single  constituent  of  mine  should  come  to  me  and  ask  for  it, 
I  would  go  back  with  the  argument  that  the  very  minute  you  do  that 
Y<m  destroy  the  effect  of  the  law,  and  that  the  intention  of  the^law 
was  to  under  no  circumstances,  permit  that  money  to  go  out  of  the 
rural  districts  where  it  is  deposited  excepting  in  times  of  great  stress— 
<rf  war,  and  in  time  of  war  only.   And  that  ought  to  be  wntten  m  the 

bill  as  big  as  a  full  moon.  ,    ,  x-/r    u    i  u  ^ 

The  Chairman.  I  will  give  you  credit  for  havmg  as  stiff  a  backbone 
as  any  man  in  Congress.  I  think  you  have  demonstrated  it.  m% 
your  argument  before  this  committee  is  really — - 

Mr.  Fordney.  Oh,  no;  and  I  see  your  point  before  you  make  it. 
The  point  is  here,  that  the  bill  is  not  dangerous  if  you  confane  it  to 
investments  in  government  bonds  in  time  of  war  only.  You  axe 
going  to  create  a  great  benefit  in  the  way  of  adding  security  to  the 
depositor  of  money  out  of  hidden  places,  and  putting  it  back  mto  com- 
mercial circles  in  times  of  financial  stress.  .    ,      ,      -x^  • 

The  Chairman.  WTiat  I  wanted  to  say  to  you  is  that  depositi^  m 
local  banks  does  not  necessarily  keep  the  money  in  local  banks.  Y  ou, 
as  a  banking  man,  ought  to  know  that,  and  to  know  that  money  goes 
to  the  centers,  or  goes  wherever  it  can  be  used  to  the  best  advantage. 
I  think  if  we  leave  this  money  lymg  around  in  the  banks  sooner  or 
later  it  is  going  to  be  appropriated  for  purposes  which  Congress  would 
not  make  appropriations  f<Mr  if  we  didn't  have  this  naoney  available: 
and  therefore  I  want  to  bring  out  the  dearabihty  of  havmg  it  placed 
permanently  where  it  can  not  be  used  for  any  purpose. 

Mr  Fordney.  Mr.  Weeks,  I  don't  know  how  I  can  better  express 
myseif  to  make  it  understood  by  the  gentlemen  present  that  I  am 
unalterably  opposed  to  an  establishment  of  this  law,  no  matter  what 
the  pohtical  or  other  effect  may  be,  if  there  is  the  slightest  opportunity 
left  m  the  law  to  take  the  money  away  from  the  local  territory.  And 
T  beUeve  that  the  only  way  you  can  do  that  is  to  say  that  the  money 
shall  not  be  mvested  under  any  circumstances  in  any  securities  of  this 
Government  except  in  government  bonds,  and  in  those  only  m  tunea 
of  great  stress— during  a  time  of  war.  -r.     i-  ^ 

The  Chairman.  I  think  I  can  say  that  there  are  no  Fopuhsts  pres- 
ent, but  suppose  the  next  Congress  is  a  Popuhst  Congress.  What  is 
going  to  prevent  theu-  changing  the  law  ?  ,  ,    i  . 

iS.  FaBDNEY.  Well,  we  would  go  to  the  devd  m  a  hand  basket 
then  sure  if  the  complexion  of  Congress  is  so  changed  as  to  bring 
here  a  class  of  men  that  would  do  a  thing  of  that  kmd.  But  thwr 
pohtical  life  certainly  would  be  very  short,  and  hwsk  mto  the  ranks 
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the  re«:iilai  s  would  come  agaium  a  skort  t»me,aiid  we  w€aiki  ceestald&sh 
a  better  law. 

Mr.  Smith.  On  this  question  of  the  use  of  the  money  I  received  in 
my  mail  this  morning  a  petition  signed  by  some  gentlemen  in  Cali- 
fornia, and  I  have  had  a  number  of  letters  of  this  import  this  winter 
since  this  subject  has  come  up.  Here  is  one  of  the  things  that  they 
want  me  to  do  [reads]: 

We  desire  postal  savings  banks  in  which  the  deposita  are  retained  by  the  Govern* 
ment,  or  hmdod  to  individuals  at  modemte  mtos  at  interest. 

Wliat  do  you  think  of  that  ? 

Mr.  FoRDXEY.  I  have  said  all  the  time  that  I  am  opposed  to  the 
Government  ^oing  into  the  banking  business. 

Mr.  Smith.  But  how  long  could  we  stand  the  pressure  if  that  prin- 
ciple is  pressed  2 

Mr.  FoBDNET.  Just  until  you  could  get  an  expression  from  the 
Supreme  Ck>urt  to  tell  you  that  you  did  not  know  what  you  were 
doing. 

Mr.  SMrTH.  Well,  we  do  know  that  Congress  can  loan  the  money 
to  men  as  well  as  to  banks,  don't  we  ? 

Mr.  FoRDNEY.  Well,  we  do  know  that  the  Supreme  Court  decisions 
up  to  the  present  time  are  to  the  effect  that  the  Federal  Government 
has  no  right  to  enter  into  the  banking  business  for  anything  excepting 
as  a  part  of  the  machinery  of  the  Government. 

Mr.  Smith.  But  we  would  be  doing  that  identical  thing.  We  are 
going  to  take  that  money  at  2  per  cent  and  loan  it  to  the  banks  at  2\ 
per  cent.    Why  can  not  you  loan  it  to  John  Smith  at  2i  per  cent  ? 

Mr.  FoRDNEY.  Oh,  .we  are  not  populistic  enough  for  that. 

The  Chairmax.  You  will  remember  that  we  had  before  us  last 
week  a  gentleman  representing  the  Farmers'  Union,  who  claimed 
that  he  represented  1,000,000  people,  and  who  stated  that  the  main 
purpose  of  the  establishment  of  postal  savings  banks  in  the  minds  of 
those  whom  he  represented  was  that  the  money  should  go  into  the 
banks,  and  then  that  the  bank  should  be  compelled  to  loan  it  at 
minimum  rates  to  farmers  antl  others  who  needed  it  in  the  com- 
munities where  thev  were  located. 

Mr.  FoRDXEY.  I  do  not  beheve  that  such  a  law  as  that  would  be 
held  to  be  constitutional. 

Now,  I  received  a  letter  the  other  day  from  a  judge  in  my  district, 
urging  me  to  vote  for  this  postal  savings-bank  bill  so  much  desired 
by  the  President.  He  said  that  the  people  of  the  country  are  becom- 
ing very  uneasy,  and  he  urged  me  to  hurry  up  and  get  it  through. 
I  wrote  him  a  letter  of  4  pages  of  closely  typewritten  matter,  express- 
ing niy  opinion,  and  I  have  on  my  desk  now  a  reply  from  him  saying: 
"  I  did  not  know  anything  about  it,  and  I  am  going  to  leave  it  to  your 
judgment." 

The  Chairman.  Ordinarily,  when  you  are  starting  a  new  enterprise, 
as  a  business  man,  you  start  it  on  a  limited  scale,  and  determine  from 
the  results  of  that  trial  what  you  are  going  to  do  in  the  future.  What 
would  you  say  as  to  limiting  the  establishment  of  these  banks  to  first- 
class  post-offices  which  are  equipped  to  do  this  kind  of  business,  and 
see  what  the  results  are? 

Mr.  FoRDNEY.  It  w^ould  please  me  very  much  if  you  would  do  that; 
very  nmch.  The  least  we  can  have  of  it,  the  better  it  would  suit  me. 
[Laughter.l 
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Mr.  Ga«dnee.  Now,  as  to  the  stability  of  th«  statute  &3J;^m 
«Jr^,raftr«  htmcp  the  Farmers'  Union  numbers  5,000,000  or  voiers, 
III  Ih^  at  $30^  WSSS^  in  the  postal  savings  banks.  Congress  is 
Republican,  if  you  please  

Mr  FoRDNEY  I  am  always  pleased  to  hear  tnat. 

Mr  gXner  (continuing).  W  we  are  approaching. a  presiden- 

are  not  Popuhsts  at  that  time,  we  a»  a  Kepubhcan  Congress.  Are 

we  going  to  stand  or  yield  ?       ,  .  u;4.„u;„«    T  Won't  know 

Mr.  FoRDNEY.  I  would  stand  without  hitchmg.    1  don  t  Know 

Cox'  Suppose  that  was  one  of  the  planks  in  the  nlatforml 
SSn^l^rshould  be  against  this  measure  unless  you  put 
saf^ufXaCutittJisfy      that  the  people  of  the  country  are 

"  Mf  Co  "  m™^^       stands  you  are  unalterably  opposed 

^^^^     *  t  ^ 

Mr.  FoRDNEY.  No;  thatisnotthe  ca«e.  . 

2-  lo=-  IZ^^Z'''<:^  Wfeltu^s  of  the  biU 
you  don't  J^-  i  it  thoiSh  I  mav  be  convinced  by  the 

orZ  conform^  with  some  of  my  principal  suggestions,  I  will  vote 
for  it.  but  I  would  rather  not  without  them.  ?iv- 
Mr  Oox.  But  the  biU,  as  it  now  confronts  you,  Mr.  Fordnej ,  g^^^^ 
ing  the  ^ident  the  ^wer,  under  any  ^^^g^^^^^^^I^^^^^^^^^ 
deem  to  be  the  occasion,  to  withdraw  money  from  the  depos  ts  m 
our  big  western  comitry  out  ther^-can  you  approve  the  bill  m 

A«  o  msin  a  business  man,  isn  t  it  youi  j^^iu^ 

make  deposits  m  the  postal  savmgs  banks  i 

rtccept. 
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Mr.  Cox.  As  the  bill  now  stands,  not  only  the  physical  property 
of  the  United  States  but  the  integrity  of  the  Government  itself  4 
behind  every  man's  dejposit  that  will  be  put  into  the  poatal  M^illgs 

Mr.  FoRDNEY.  Why,  if  you  accept  securities  from  a  federal  bank 
for  deposits  of  money  received  in  itk»  postKiffices,  and  ti^  a  security 
bond  from  a  security  company  

•  P?^-  Would  you  beBeve  for  one  moment  that  even  if  the  secur- 
ity which  may  be  given  by  the  bank  to  the  Government  to  secure  the 
deposit  should  fail  the  Government  would  let  the  depo^tor  lose  hia 
deposit?  r 

Mr.  FoRDNEY.  No;  I  don't  think  it  would. 

Mr.  Cox.  Then  your  idea  would  be  that  the  Government  would  pay 
dollar  for  dollar  to  its  depositors,  no  matter  what  the  effect  of  the 
SBCunty  may  be  ? 

Mr,  FoRDNEY.  Oh,  yes. 
^  Ifr.  Cox.  So,  after  all,  the  guaranty  feature  contained  in  this  bill 
18  the  best  guaranty  that  any  depositor  can  have  ? 

Mr.  FoRDNEY.  As  a  general  proposition,  the  guaranty  is  a  good. 

Mr.  Cox.  And  you  are  in  favor  of  ^atl 
Mr.  FoRDNEY.  Oh,  yes. 

Mr.  Cox.  Why  do  you  the^  oppose  the  general  policy  of  guaran- 
teemg  bank  deposits  ? 

Bfc.  FoBDNEY.  Oh,  you  open  up  the  road  to  all  sorts  of  wildcat 
bankm^  then,  if  you  guarantee  all  deposits  in  all  banks,  State  or 
national.  I  can  not  see  enough  advantage  in  it  to  consider  it,  or  to 
go  into  it  and  work  out  the  merits  or  the  demerits.  It  seems  to  met 
that  it  is  absolutely  an  insane  proposition. 

Mr^  Cox.  But  the  merit  of  the  present  proposition  is  the  merit  of 
the  Government  behind  it. 

Mr.  FoBDNEY.  That  is  tiie  principal  advantage,  yes. 

Mr.  MuBDOCK.  You  do  not  pretend  to  say  for  a  moment  that 
you  would  prohibit  the  President  of  the  United  States  from  drawing 
upon  these  funds  if  he  saw  the  necessity  of  protecting  the  credit  of 
the  Government  ?  ""'^ 

Mr.  FoRDXEY.  Absolutely  nothing  but  war.  because  he  can  create 
an  exigency  if  he  wants  to  do  it,  and  there  is  one  right  now,  when 
$30,000,000  is  asked  for  irrigation  projects  out  West.  I  do  not 
want  to  see  a  penny  of  this  money  invested  in  projects  to  carry  on 
irrigation,  as  much  as  I  want  to  see  that  project  carried  to  completion. 

Mr.  MuBDOCK.  Then  you  would  regard  nothing  as  an  exigency 
excepting  war  ?  ^* 

Mr.  FoRDNEY.  Absolutely  nothing.  I  am  56  years  old,  and  I  have 
never  seen  the  time  when  I  thought  it  was  necessary  for  the  Govern- 
ment to  declare  an  exigency  that  would  warrant  the  withdrawal  of 
money  from  the  banks  excepting  in  time  of  war. 

Mr.  Cox.  Isn't  it  your  judpnent  that  the  postal  savings  bank  is  a 
forerunner  of  a  central  bank? 

T  ^•,^J>BDNEY.  Just  what  you  mean  by  the  words  "central  bank" 
I  don  t  know.  I  have  not  given  this  other  matter  up  Tor  considera- 
tion by  the  Monetary  Commission  sufficient  thought  to  speak  about 
It  intelligently.  I  am  at  a  loss  to  know  what  sort  of  a  proposition  is 
going  to  be  presented  when  it  is  presented.   I  Lave  not  consideied  it 
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Wiough  to  know  very  much  about  it,  and  whether  a  csentral  bank  is 

***Mr.^Cox^^Orcourse  you  understand,  Mr.  Fordney,  that  there  is 
not  any  pohtics  in  this  so  far  as  I  am  concerned. 
Mr.  FOEDNEY.  None  whatever,  my  friend. 

Mr  OoX  Do  you  believe,  Mr.  Fordney,  as  a  Representative,  and 

as  a  conscieiitiima  Representative,  whbh  I  know  you  are  

Mr.  FoKDNEY.  Thank  you,  sir. 

Mr  Cox  (continuing).  That  any  man's  pohtical  affiliations  should 
carry  him  to  the  extent  of  carrymg  out  his  party  s  platf^m  Pfedf  ^  ^ 
he  conscientiously  believes  that  the  ultimate  carrymg  out  of  the 
pledges  would  bring  ruin  to  the  country  ?  i,  u 

is  FOEDNBY.  Absolutely  no.  There  is  no  more  staunch  Repub- 
lican than  I  am,  but,  gentlemen,  if  the  Democratic  party  stands  for 
provisions  m  this  bill  that  in  my  opioion  would  be  far  superior  to  the 
bill  offered  by  the  Republican  party,  then  I  want  to  cast  my  vote  tor 
the  interests  of  the  masses  of  tKe  people,  whetter  it  la  P^inocratw  or 
Republican  or  Populist,  or  whatever  it  is,  and  that  is  what  every 
conscientious  man  should  do.  ,  ,    o      ^  u  n      a  *i^^^*ri 

Mr  FiNLEY.  Of  course  you  have  read  the  Senate  bill,  and  t^  Pf?^" 
sion  about  the  time  of  exigency  or  war,  giving  the^ President  the  nght 
to  convert  funds  in  the  postal  savmgs  bank  mto  United  States  bonds, 
and  so  on.  Do  you  think  that  very  many  people  who  will  deposit  m 
these  postal  savings  banks  will  take  into  consideration  that  that  pro- 
vision in  the  bill  would  give  the  Govermnent  the  power  to  make  a 
forced  loan  from  that  by  taking  those  funds  and  applymg  them  m 

Mr'^FoBDNEY.  Yes;  I  say  this,  that  with  the  language  in  the  Wfl 
now  'as  the  word  "exigency"— I  don't  know  what  that  might  be 

Construed  to  mean.  .      i  *  +i 

Mr.  FlNLBY.  Does  that  not  practically  give  the  Oovernmwit  tne 

oower  to  make  a  forced  loan?  , , 

Mr.  Fordney.  Yes,  I  should  say  so.    It  seems  to  me  that  it  would. 

I  do  not  want  any  doubt  left  in  the  bill.  . 

Mr  FiNLEY.  Do  you  think  that  is  a  proper  provision  m  the  biU ! 
Mr'  Fordney.  I  do  not  believe  that  there  should  be  any  language 
in  that  biU  that  is  not  explicit.  It  ought  to  be  to  the  point,  and 
positive  And  that  the  bill  should  be  so  framed  that  it  could  not  be 
J^trued  to  mean  anything  else,  because,  witjiout  any  reflection 
^n  a^man  in  pubUc  hfe,  you  do  know,  and  I  do  know,  that  pubhc 
moneys  have  been  diverted  contrary  to  law. 

Mr  FiNLEY.  Even  in  time  of  war,  durm^  which  time  you  say  that 
you  might  or  would  be  in  favor  of  the  issumg  of  »J^*\^**,fPPX 
the  funds  of  the  postal  savings  bank  for  this  purpose.  Wouldn  t  that 
in  a  measure  be  a  forced  loan? 

Mr  FOBDNBY.  Well,  yes,  but  I  believe  you  will  agree  with  me  that 
w^'a  people  are  united  m  a  war,  and  ready  to  go  to  the  extreme, 
they  are  wiUmg  to  do  anything  to  reUeve  a  situation  and  give  advant- 

%r'  Fi^^y""  Now,  the  depositors  in  the.  postal  savings  banks 
would  necessarily  be  those  who  will  place  their  smaU  amounts  there 
and  they  will  as  a  rule  be  comparatively  poor  people  and  timid 
people,  who  have  small  savings  that  they  wish  to  secure.    Now,  is  that 
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the  class  of  people^  if  there  should  be.  a  forced  loan^  that  should  be 
called  up  to  the  captain's  desk  ? 

Ifr.  FoRDNEY.  But  I  do  not  understand  that  if  you  are  presumed 
in  tinges  of  war  to  invest  it  in  government  bonds  that  it  would  deprive 
any  depositor  from  demanding  his  money  and  from  getting  it.  If 
the  Government  should  do  that  and  leave  themselves  short  of  money, 
then  the  only  thing  necesswy  to  do  would  be  to  aead  bonds  abroad 
and  get  the  money. 

Mr.  FiNLBT.  Now,  you  say  that  you  don't  understand  that  the  pro- 
visions of  the  Senate  bill  give  the  President  the  right  to  convert  the 
postal  savings-bank  funds  into  government  bonds.  In  the  event 
that  he  should  convert  all  the  deposits,  where  would  there  be  any 
funds  in  the  postal  savings  bank  with  which  to  repa}^  the  depositors  ? 

Mr.  FoRDNEY.  Suppose  that  you  put  yourself  in  ike  position  of  the 
Executive  in  such  a  case. 

Mr.  FiNLBY*  That  is  a  great  question,  isn^t  it? 

Mr,  FoBDNET*  I  am  trying  to  get  to  that.  Suppose  I  was  in  that 
position.  The  first  thing  that  would  come  to  me  would  be  the  ques- 
tion of  authorizing  the  issue  of  bonds  that  will  divert  this  money  to 
some  purpose,  and  at  the  same  time   • 

Air.  FiNLEY.  And  you  do  divert  all  of  it. 

Mr.  FoRDNEY.  Yes;  but  at  the  same  time  to  see  my  way  clear  to 
*  finding  money  to  pay  those  people  if  they  demand  their  deposits. 

Mr.  FiNLEY.  Then  would  Congress  not  be  under  the  necessity  of 
providing  for  the  depositors  in  postal  savings  hanks  by  paying  them 
out  of  the  common  fund  in  the  Treasunr  ? 

Mr.  FoRDNEY.  Yes;  but  the  natural  consequence  would  be — sup- 
pose that  I  was  the  President  of  the  United  States,  and  under  the 
authority  of  this  law  I  thought  it  wise  to  withdraw  that  money  and 
invest  it  in  government  bonds  to  be  used  in  time  of  war.  I  must 
first  figure  how  I  am  going  to  pay  those  depositors  if  ihej  call  upon 
me  for  that  money.  And  if  I  do  not  see  the  funds  available  tnen 
I  have  this  to  resort  to,  to  ask  Congress  to  permit  me  to  issue  honds 
to  sell  to  the  public  and  get  money  to  pay  those  depositors.    But  the 

Elan  of  keeping  the  money  at  home  and  investing  it  in  government 
onds  is  much  better  than  sending  it  abroad,  because  then  your 
interest  remains  at  home.  All  those  things  would  have  to  be  worked 
out  by  business  minds,  and  it  would  take  some  time. 

Mr.  DoDDS.  You  said  that  the  money  would  not  go  to  financial 
centers.  Would  it  not  go  to  financial  centers  simply  for  deposit  and 
to  be  called  for  there  upon  call,  and  would  there  not  be  funds  in  the 
local  ,bank  practically  all  the  time,  and  whenever  the  local  bonk 
wanted  to  use  them  ? 

Mr.  FoRDNEY.  It  would  only  be  driven  there  in  order  to  derive 
interest  upon  it. 

Mr.  DoDDs.  So  they  would  have  money  in  the  local  bajiks  all  the 
time,  would  they  not  ? 

Mr.  FoRDNEY.  To  be  sure,  unless  the;^  say,  as  they  did  two  yean 
ago:  "We  will  give  you  a  certificate  for  it." 

Gentlemen,  i  am  very  grateful  that  you  were  willing  to  hear  me 
so  long  and  r^ret  that  you  recdved  so  little  information.  I  thank 
you  very  much. 
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Mr.  Tbtbb.  With  your  permission,  I  would  like  to  yield  for  just  a 
mmnent  for  Mr.  J(AMton  to  make  an  explanation  m  reference  to  the 
S"n  by  the  last  convention  of  tL  American  Bankers 
elation  with  reference  to  the  segregation  of  deposits.  As  I  stated  to 
re  'ommittee  yesterday,  I  dil  not  »^ow  what  happei^^ 
unable  to  tell  exactly  what  did  happen.  It  left  on  the  ^^'^"^l^ 
nSsstatement  of  the  situation,  and  with  your  approval  I  wiU  let 
Ife  Jo^ton^who  was  present  and  took  part  in  the  discussion,  make 
a  statement  abou^  it. 

STATEMENT  OF  ME.  MISS  W.  JOHHSTOH.  OF  SCHENECTADY, 

Mr  Johnston.  At  the  convention,  Mr.  Caiairman^  in  Chicago, 
towid       clo^  of  the  session,  the  matter  of  segregating  and^e- 
SSigTavings  deposits  in  national  banks  was  brought  up.  Tbeie 
I^^S  U&bafe  upon  the  question  f^^^^^^^^^^^^^^^^ 
inT  creneraUv  which  arose  from  that  motion  made  b>  Mr.  Arthur 
RfvnXs    I'tXpart  in  that  diBeusMon.  and  tlierefore  I  am  famihar 
wSh  what  tookplace.    Upon  a  motion  of  Mr.  CampbeU,  I  Relieve  of 
Mana  the  matter  was7eferr«d  to  the  ^J^^^^y^^^'^^^^^^ 
American  Bankers'  Association,  and  so     f  •j^'^ 
BO  vote  taken,  except  in  referring  the  matter  to  the  com^^^ 

I  had  made  some  little  comments  on  the  bill  as  ^  constitutional  a€t, 
and  I  wish  to  be  understood  that  I  am  not  appearing,  as  an  authonty 
S  the  Constitution  of  the  United  States  but  I  do  ^v^sh  to  call  atten- 
T  fiTn  aiire  this  committee  would  hke  to  have  me  do,  to  tiie 
Mt\h"  iTori^nS  the  Senate,  »d  ifit  dul  as  I  under 
stand  originate  in  the  Senate,  and  la,  aa  it  OTodaims  to  be,  an  act  tor 
rlven^eXshould  have  originated  in  the  "Honse  of  Bepre«ntat«r«. 

'^Xll'aL^another  feature  that  I  woukl  like  to  call  your  atten- 
tion to"ofaie  (institution,  and  that  is  section  10  o  article  1  which 

Sef  &no  State  shaU  oass  any  law  ^-^P^^'f  ,  ^rfi'^^f  ,''Xim 
pnntracta    As  I  understand,  by  the  provisions  of  this  bill,  no  reclaim 

TaS  bThad  ior  mSney  fmudiUtly  olt>i.^.^^-j^^i^^^;^^ 
tract  which  is  placed  in  the  postal  saving  bank  ihis  la  supportea 
by  artk^^^^^^^^  amendmen^also  artS  9  of  the  ^^^^^ 
article  10  of  the  amendments  which  says  that  ^^^"""^^ 
J^erves  the  rights  of  States  as  to  their  courts  of  law  and  to  the  oeople 
SrSt^m  equity  to  recover  money  by  due  process  of  law  1  have 
norJ^rth^  but  I  have  taken     ^^^^  in  sub^^^^^^^^^ 

Smnlv  want  to  caU  the  attrition  of  the  committee  to  it,  ^Mthout  any 
SLtfwhat^^r  upon  the  effects  of  it,  b~  I  a™  it  i^m 
good  hands  when  placed  b^ore  this  committee.   That  is  aU  i  have 

^''m/teter  Mr  Chairman,  we  have,  I  think,  at  no  time  asked 
m^'tSi  that  this  question  should  be  submitt^  to  the  most  pro- 
Znd  iV^estW^^^^  ^We  do  not  want  to  leave  Washington  having 
iXliS  us  tCLpression  that  we  are  obstructiomsts.  W  e  would 
h^e  v^much  to  bii  counted  among  those  who  are  reformers,  vvho 
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believe  that  through  evolutionary  proceaaes  aU  form  of  hunuui 

progress  is  made. 

We  have  shown  that  at  the  begmning  the  first  popular  sratimeBt  in 
connection  with  this  matter— I  am  speaking  now  of  the  last  more- 
mant  m  /avor  of  postal  savings— was  brought  about  through  the 
generai  distobution  of  literature  calculated  to  lead  the  people  of  this 
country  to  beheve  that  there  were  only  1,415  savings  banks  in  the 
country.    We  have  shown,  and  it  is  now  in  the  Monetarv  Commis- 
sion s  report,  that  there  are  at  least  18,245  banks,  taking  savings 
deposits  as  such,  and  many  others  issuing  certificates  of  deposit 
for  savings.    We  have  shown  the  rapidity  with  which  new  banks  are 
being  oigamzed^in  the  West  and  in  the  South.    We  have  shown  that 
there  are  more  banks  in  the  State  of  Iowa  than  in  all  the  New  England 
btates.    The^  Monetary  Commission's  report  shows  that  there  are 
more  banks  m  the  State  of  Kansas  than  in  the  State  of  New  York 
We  have  shown— and  this  is  not  denied  by  some  of  tlie  friends  of  the  bill 
whom  we  have  had  the  honor  of  hearing  since  we  have  been  here— 
that  there  is  a  very  definite  need  for  the  people's  money  in  a  very  large 
part  of  the  territory  of  the  United  States,  and  that  any  plan  that  would 
take  from  those  communities  the  money  that  is  grwhiaHy  centering 
Oiere  would  be  miurious  to  ihe  people.    We  have  shown  that  many 
states  have  ideal  banking  laws,  and  that  33  States  in  ten  years 
nave  shown  a  disposition  to  advance  rapidlv  along  the  Hne  of  better 
laws  and  better  regulation.    There  remains  for  us  onlv  to  comment 
very  briefly  concerning  two  or  three  of  the  smaller  matters  in  con- 
nection with  this  legislation,  and  we  speak  of  it  quite  as  much  because 
we  are  experienced  in  the  matter  of  handling  banking  matters  for  the 
benefit  of  the  committee  as  for  special  ailment  for  ourselves. 

The  first  one  of  these  is  in  refinance  to  the  enormous  auditing  and 
equipping  proposition  that  the  Government  is  taking  on  itself  in 
eumection  with  this  problem.  The  theory  on  which  I  make  that 
statement  is  this:  That  if  there  is  now  a  promise  in  what  the  bankino- 
system  has  done  up  to  date,  that  the  present  svstem  and  its  deveioi^ 
ment  will  take  care  of  the  need,  it  would  be  unwise  for  the  Govern- 
ment to  enter  into  an  enormous  task  to  take  care  of  a  temporary 
need.  If  the  postal  savings  bank  is  to  reach  districts  where  there 
are  not  now  banks,  our  experience  shows  us  that  those  post-offices 
would  have  to  be  equipped  and  safeguarded  as  banks  are  now  equipped 
and  safeguarded.  I  know  no  bank  in  the  United  States  that  has  not 
a  very  complete  equipment  of  safes  and  other  devices  for  protection, 
and  yet,  unfortunately,  it  is  true  that  in  practicallv  everv  State  in 
this  country  there  are  a  number  of  banks  robbed  by  high  explosives 
every  year. 

Mr.  FiNLEY.  Just  there,  if  it  will  not  interrupt  you,  have  you  any 
data  showing  the  number  of  banks,  we  will  say,  m  the  United  States, 
Germany,  France,  and  England,  of  course  eliminating  the  postal 
savings  banks  in  those  countries,  in  proportion  to  the  population  ? 

Mr.  Teter.  I  have  not  it  here,  no.  - 

Mr.  FrNLEY.  Could  you  furnish  the  committee  with  that? 

Mr.  Teter.  I  am  very  sure  that  we  can,  yes.  I  think  it  is  in  the 
Monetary  Commission's  report. 
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Mr.  FiKiXT.  There  is  another  matter  I  want  to  call  attention  to, 
which  you  need  not  answer  unless  you  care  to.  Section  7,  page  5,  of 
the  Senate  bill  provides — 

that  any  depositor  may  withdraw  the  whole  <x  any  part  of  the  funds  deposited  to  his 
or  her  credit,  with  the  accrued  interest,  upon  dNDaad,  utd  vmd&t  mxSi  lenilatMOB 
as  the  board  of  trustees  may  prescribe. 

I  read  that  in  connection  with  the  provision  in  section  8.  pajie  7. 
of  the  Senate  biU,  which  is:  '  i  »  f 

Provided,  That  if  in  the  judgment  of  the  President,  war  or  any  othM  exigency  in- 
volving the  credit  of  the  Government  so  requires,  the  board  of  trustees  may  withdraw 
all  or  any  part  of  said  fimd  from  the  banks  and  invest  the  same  in  bonds  or  other 
aecurities  of  the  United  States. 

What  I  wish  to  call  your  attention  to  is  to  what  extent,  if  any, 
would  that  place  it  in  the  power  of  the  Government  to  enforce  or 
bring  about  a  forced  loan  from  the  depositors  of  the  postal  savings 
banks  ?  I  do  not  know  whether  I  made  myself  clear  to  the  gentleman 
or  not. 

Mr.  Teter.  There  is  no  doubt  in  my  judgment  that  those  who  de- 
posit m  the  postal  savings  banks  will  do  it  largely  voluntarilv,  and  so 
far  as  the  loaning  to  the  Government  is  concerned,  the  act  of  deport- 
ing the  money  will  constitute  a  loan. 

Mr.  FiNLEY.  I  understand  tluit,  but  in  your  judgment  will  not  the 
majority  of  people  who  deposit  in  the  postal  savings  bank  do  so  under 
the  impression  and  conviction  that  they  can  withdraw  their,  deposits, 
principal  and  interest,  on  demand  ? 

Mr.  Teter.  I  should  say  that  they  would  have  everv^  right  to  think 
so,  from  the  reading  of  the  bill  that  is  under  consideration. 

Mr.  FiNLEY.  Section  7 ;  now  when  you  read  this  proviso  in  section 
8,  does  not  that  place  it  in  the  power  to  bring  about  a  forced  loan  from 
the  depositors  in  the  postal  savings  bank;  that  is,  investing  the  funds 
m  bonds  or  other  securities  of  the  United  States  ? 

M>.  Teter.  I  should  say  it  leaves  it  in  the  power  of  the  Executive 
to  force  the  money  out  of  the  banks  where  it  had  been  deposited  and 
put  it  into  safe  securities ;  but  when  it  gets  to  that  point,  1  would  say 
it  is  a  question  between  the  banks  and  the  Government. 

Mr.  FiNLEY.  But  what  about  the  depositors;  where  would  their 
money  come  from  in  the  event  they  m&de  a  demand  for  the  principal 
and  accrued  interest  ? 

Mr.  Teter.  I  believe  that  is  one  of  the  veiy  numerous  things  in  the 
bill  that  are  left  to  be  worked  out  bv  these  trustees.  A  further  con- 
dition in  the  present  bill  is  that  no*  bank  that  has  these  deposits  is 

allowed  to  make  any  charge  and  presumably  any  delay  in  cashing 
orders. 

Mr.  FiNLEY.  If  the  gentleman  will  excuse  me,  that  is  not  a  question 
between  the  banks  and  the  depositors  in  the  postal  savings  bank  at 
all.  It  is  a  question  between  the  depositors  in  the  postal  savings 
bank  and  the  Government  that  I  allude  to — ^whether  the  Government 
should  in  the  administration  of  the  law,  if  an  exigencv  should  arise, 
invest  all  of  their  deposits  in  the  postal  savings  banks  in  the  I'nited 
States,  in  bonds  or  other  securities  of  the  United  States;  then  from 
what  source  would  such  depositors,  any  or  aU  of  them  who  made  a 
demand  for  their  money,  receive  it  ? 

Mr.  Teter.  I  was  coming  to  that;  I  understood  the  point  The 
banks  that  are  local  depositories  would  have  to  cash  the  orders,  and 
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they  would  come  from  money  that  was  dejposited  by  other  depositors, 
because,  of  course,  all  the  savings  deposits  had  been  withdrawn  tot 

the  purchase  of  government  bonds. 

Mr.  FiNLEY.  I  do  not  think  the  gentleman  caught  my  question.  I 
said  suppose  the  exigency  should  arise  and  the  Government  should 
invest  all  of  the  money. 

Mr.  Tetee.  I  understood  the  question. 

The  Cbaibman.  What  Mr.  Finley  is  getting  at  is:  Suppose  there  is 
such  an  exigency  that  the  President  decides  to  invest  all  of  the  money 
deposited  in  banks  by  the  postal  savings  bank,  then  if  somebody 

wants  to  draw  money,  where  are  they  going  to  get  it?  The  banks  do 
not  then  owe  money  to  tlie  postal  savings  bank. 

Mr.  Teter.  But  they  are  going  to  be  dependent  on  the  banks  to  cash 
the  orders. 

The  Chairman.  Wliat  obligation  is  there  on  the  part  of  the  bank 
to  cash  the  order  if  the  bank  has  not  any  deposit? 

Mr.  FnasT.  The  money  is  invested  in  bonds  or  other  securities 

of  the  United  States. 

Mr.  Teter.  I  think  I  fully  understand  that  question,  and  I  am 
coupling  your  question  with  what  is  now  the  practice.  The  banks  in 
the  rural  districts  are  not  furnished  with  money  now  by  the  Govern- 
ment to  cash  pension  checks  and  other  checks;  nor  are  the  banks 
now  furnished  with  currency  to  cash  postal  money  orders;  but 
many  of  my  correspond«ats  in  the  smaller  banks  in  our  community 
very  frequently  cash  postal  money  orders  for  the  local  post-office. 
It  has  not  the  money  to  do  it.  Now,  if  a  depositor  in  a  small  commu- 
nity receives  an  order  

Mr.  Finley.  Any  community  ? 

Mr.  Teter.  Yes — receives  an  order  on  the  Government  for  his 
money,  he  is  going  to  go  to  the  nearest  place  he  can  to  get  the  money, 
just  as  a  pensioner  does  now  with  his  pension  voucher. 

Mr.  Gaedneb.  That  is  all  right  for  small  amounts,  but  this  contem- 
plates an  exigency,  $100,000,000  or  $500,000,000  are  withdrawn; 
the  business  is  closed,  so  to  speak.  It  differs  entirely  from  a  pension 
voucher  or  a  money  order,  which  is  a  current  dailv  Dusiness.  After 
the  Government  had  drawn  all  this  money  and  closed  the  account, 
another  situation  would  exist. 

Mr.  Tetee.  Yes,  Mr.  Chairman;  but  I  do  not  for  a  moment  thmk 
that  at  the  same  time  the  Government  drew  all  its  money  out  of  the 
local  banks  the  savings  depositors  w;ould  all  draw  their  money,  too. 
I  am  answering  the  question  as  to  who  would  furnish  the  money  for 
the  repayment  of  the  local  depositors. 

Mr.  Gardner.  That  is  what  Mr.  Finley  was  asking  you. 

Mr.  Teter.  Yes;  and  that  is  the  question  I  am  answering. 

Mr.  Finley.  Is  there  a  provision  in  this  bill  that  provides  that  a 
deposit  may  be  paid  out  of  the  geiieral  fund  into  the  Treasury  of  the 
United  States  ? 

Mr.  Tetee.  I  do  not  see  any. 

Mr.  FiNLET.  Does  the  gentleman  thmkj  or  not,  that  if  an  exigency 
should  arise — I  am  only  seeking  information  myself — and  the  Blxecu- 

tive  should  withdraw  the  deposits  from  all  the  banks  where  postal 
savings  deposits  had  been  made,  and  invest  in  bonds  or  other  secur- 
ities of  the  United  States,  does  he  not  think  that  that  very  act  on  the 
part  of  the  Executive  in  the  administration  of  the  law  would  alarm 
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hundred  and  thousands  of  depositors  in  the  postal  savings  banks 
and  make  them  want  their  money  ?  In  other  words,  is  it  not  true 
that  as  long  as  a  imui  can  get  his  money  he  does  not  want  it  out  of 
a  bank,  but  whenever  it  comes  to  the  pomt  he  can  not  get  it,  then  he 
wants  to  get  it;  is  not  that  true  ? 
Mr.  Teter.  Yes;  that  is  true. 

Mr.  Finley.  Now,  I  ask  you  what  would  be  the  effect  or  the  result 
in  a  contingency  like  that  ?  I  am  not  a  banker  at  all;  I  am  simply 
asking  you;  you  are  one. 

Mr.  Teter.  The  situation  would  certainly  have  to  be  met  by  the 
issuance  and  sale  of  addition^,  bonds  so  that  the  Govenuneat  woidd 
have  money  to  pay  

Mr.  Finley.  Is  not  this  true,  then :  The  Government  would  have  to 
provide  for  paying  those  deposits  out  of  the  general  funds  of  the 
Government;  is  that  not  true  ? 

Mr.  Teter.  It  certainly  is  true. 

Mr.  Gabdnee.  Take  a  pension  case  like  the  one  you  have  alluded 
to.  Say  a  pendon  bill  carries  $165,000,000,  and  by  inadvertence 
or  otherwise  the  pension  impropriation  was  made  by  this  Congress 
$65,000,000.   The  banks  knew  that  there  would  be  a  deficit  of 

SI 00,000,000  when  the  first  three  months  expired.  It  would  be  a 
known  fact  that  there  would  be  a  deficit  in  the  next  payment,  that 
all  of  the  checks  of  the  last  two  payments  would  be  backed  by  a 
deficit  only.  Those  checks  could  not  be  paid  until  Congress  met  and 
made  an  appropriation  to  cover  that  deficit,  so  that  the  miniTyium 
time  that  the  banks  would  have  to  cany  the  checks  would  be  six 
months.  Do  you  think  the  banks,  as  a  matter  of  fact,  under  those 
circumstances,  would  undertake  to  take  up  that  $100,000,000  of 
checks  and  carry  them  without  interest?  There  would  be  enough 
to  pay  all  the  checks  issued  the  1st  of  October;  there  would  be  only 
enough  to  pay  a  part  of  the  checks  issued  on  the  1st  of  January. 
Congress  would  not  meet  until  eleven  months  after  that,  so  that 
there  would  be  no  probabihty  that  those  checks  would  be  paid  inside 
the  current  year.  They  are  not  interest-bearing  securities.  Would 
the  banks,  under  those  circumstances,  cash  $100,000,000  of  those 
checks  ana  carry  them  for  twelve  months  without  interest  ? 

Mr,  Tetee.  No,  sir;  they  would  have  no  right  to. 

Mr.  Gardner.  Then  the  fact  that  you  cash  pension  checks  and 
postal  orders  is  because  they  are  in  current  business,  backed  by  an 
appropriation  ? 

Mr.  Teter.  Certainly. 

Mr.  Gaednee.  It  would  not  be  the  case  that  Mr.  Finley  su^ests  in 
his  question  f 

Mr.  Tetee.  I  was  speaking  of  the  accounting  and  equipment  of  this 
matter,  and  I  will  make  it  as  brief  as  I  can.  I  simply  want  to  call  your 
attention  to  this:  In  addition  to  the  various  safeguards  that  all  banks, 
and  particularly  the  banks  in  remote  communities,  put  about  the  cash 
that  they  carry  on  hand,  I  know  of  none  that  do  not,  in  addition  to 
that,  carry  burglary  insurance,  because  up  to  date  no  safe  has  been 
invented  that  could  not  be  burglarized,  and  I  recall,  also,  that  those 
companies  that  are  engjBged  in  the  transmission  of  currency  through- 
out the  country  handle  it  alwa]^  in  very  stroi^  safes  under  very  heavy 
guards,  and  even  then  very  daring  men  occasionally  hold  up  trains,  as 
they  did  only  a  few  days  ago  just  outside  of  St.  Louis,  running  the  risk 
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of  their  lives  and  offering  their  hves,  even,  for  an  opportunity  to  break 
into  an  express-car  safe. 

I  can  not  but  recall  the  postal  carriers  that  I  saw  on  the  farm  in  my 
boyhood  days  when  the  mail  was  carried  from  these  post-offices,  that 
are  by  this  bill  to  be  made  banks,  through  many  iQiles  of  moPB  or  less 
unset  tied  country  on  the  back  of  a  horse  in  a  leather  bag  attended  by 
one  man.  I  am  just  as  loyal  to  the  average  American  as  anyone  here; 
but  in  the  light  of  all  we  know  about  burglarizing  I  can  not  refrain 
from  calling  the  attention  of  this  committee  to  that  very  serious  angle 
of  this  question.  We  have  not  here  a  consoHdated  country,  which  is 
practically  all  pohoed  and  thickly  settled,  but  we  are  perhaps  here  to 
put  banks  away  into  the  frontiw,  where,  as  I  heard  some  one  suggest 
this  morning,  in  a  great  many  cases  women  are  in  charge  of  the  post- 
office,  and  the  very  equipment  of  50,000  post-offices  as  banks  would 
not  cost  less  than  $1,500  each,  and  that  is  a  very  low  estimate.  And, 
then,  to  add  to  that  the  safeguards  that  must  be  put  around  the  carry- 
ing of  the  mails  if  this  is  undertaken,  goes  into  a  great  deal  more 
consideration. 

Mr.  Gabdner.  If  you  have  thought  on  that,  would  you  speak  at  a 
Kttle  length  right  there,  on  the  probable  melliods  of  the  carriage  of 
the  money  from  the  fourtii-dass  post-office  to  the  bank.  Let  us  take 
a  concrete  case.  There  is  a  post-office  at  Indian  Mills,  N.  J.,  sur- 
rounded by  a  prosperous  population.  There  is  no  bank  nearer  than 
Medford,  9  miles  away,  or,  in  the  other  direction,  Hamilton,  12  miles 
away.  The  road  to  Medford,  for  4  miles  of  the  distance  at  least,  is  a 
lonesome,  wooded  road.  The  road  in  the  other  direction  is,  for  6  miles 
or  more,  a  lonesome,  wooded  road,  on  which  homicide  has  been  com- 
mitted. The  money  from  Indian  Mills  post-office  would  have  to  be 
delivered  by  somebody.  By  what  method  is  it  sumested  to  your  mind 
that  money  would  be  conveyed  from  ihe  poet-c^See  to  the  banking 
town,  and  at  what  expense? 

Mr.  Teter.  Mr.  Chairman,  I  have  assumed,  of  course,  that  this 
service  would  be  added  to  the  present  postal  service  as  economically 
as  possible.  One  would  think  so,  from  the  amount  of  the  appropria- 
tion suggested  in  the  bill,  and  I  am  simply  calling  attention  to  this 
particular  hazard  that  is  being  laid  on.  If  you  are  askuig  me  the 
question  as  to  what  I  think  should  be  done^to  safeguard  this,  I  would 
say  at  once  that  I  think  the  postal  department  should  do  just  as  the 
banks  do,  put  in  a  complete  equipment  for  the  purpose,  carrying 
burglary  insurance  or  a  sinking-fund  provision  for  that  purpose,  m 
the  Treasury  Department,  and  that  these  moneys  should  be  sent 
under  guard. 

Mr.  Gabdner.  Take  the  case  that  I  have  cited ;  what  cost  would 
you  estimate  aa  proper  for  the  safe  conveyance  of  the  moneys  from 
that  fourth-class  post-office  to  the  banking  town  9  miles  away,  over 
such  a  road  as  I  nave  described  ? 

Mr.  Teter.  If  I  had  a  bank  at  your  town  of  Indian  Mills,  and  were 
sending  monev  from  that  town  to  the  nearest  town,  as  you  describe, 
I  would  send  at  least  two  men  imder  arms  with  every  conveyance  of 
money.  The  expense  would  be,  presumably,  twice  what  it  is  now, 
where  one  man  is  employed,  presumably. 

Mr.  Gardner.  No;  there  is  no  mail  travel  between  that  village 
and  «tlier  of  those  towns.  They  get  theb  mail  by  star  route  from  a 
station  on  the  southern  road.   There  is  no  xnaai  route,  miikm  rural 
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nor  star  route,  betwewi  the  village  of  Indian  Afills  and  either  the  town 
of  Medford  or  the  town  of  Hamilton. 

The  Chairman.  In  a  word,  Mr.  Teter,  you  would  say  that  the  equip- 
naent  of  the  post-offices  and  the  transportation  of  money  from  post- 
office  to  bank  are  matters  of  large  importance,  which  should  be  eiveia 
careful  consideration? 

Mr.  Teter.  That  is  my  point,  Mr.  Chairman,  ©xacUy.   The  ques- 
tion of  the  auditing m  connection  with  this  work  I  will  simply  indicate 
in  the  sUghtest  way,  because  I  do  not  want  to  take  so  much  of  your 
time.    But  our  experience  is  that  even  in  a  single  institution  there  is  a 
very  great  deal  of  work  about  it.    The  volume  of  that,  in  case  we 
have  a  bill,  will  depend  largely  on  the  regulations  that  are  made.  If 
as  has  been  suggested  in  some  quarters,  a  pass  book  will  be  the  only 
voucher,  and  the  signature  of  the  depositor  will  be  in  the  pass  book 
and  presentMig  th«  pass  book  and  making  the  signature  like  the  one 
in  the  pass  book  is  to  be  the  only  means  of  payment,  that  will  lead 
to  (m»  line  of  confusion,  of  course.    The  question  of  checking  the 
amo^ts^of  deposits  back  to  some  central  point,  of  course,  involves 
another  lot  of  questions.    In  other  words,  if  the  chief  books  of  the 
postal  savings  flepositories  are  kept  in  Washington,  it  inevitably  must 
follow  that  all  withdrawals  of  funds  must  be  authorized  from  that 
central  place,  and  the  operation  of  withdrawing  money  in  southern 
California  would  be  somethmg  of  this  sort:  A  man  would  stop  and 
appl^  at  a  local  post-office  for  his  money.    He  would  sign  a  receipt 
^  It  wouki  go  through  to  Washington  with  the  book.    In  clue 
course  an  auditor's  check,  drawn  on  the  nearest  depository,  perhaps 
WOukl  go  back  to  the  local  post-office  in  southern  Cahfornia  to  be 
d«^vered  to  the  local  depositor.    He,  in  turn,  would  have  to  go  to  the 
bank— because  after  all  is  said  and  done,  gentlemen,  we  are  not  goinit 
to  do  without  the  banks  i  n  this  proposition— and  draw  the  money^ 
the  check .    Frankly,  I  see  no  other  safe  and  souftd  way  of  doing  it. 
Mr.  FiNl*BY.  What  would  that  cost  ?  • 

Mr.  TsTBB.  That  is  so  dependent  upon  the  volume  of  the  business 
^t  any  estunate  would  he  probably  wild,  of  course.    I  think,  too 
that  the  deposits  must  be  handled  in  the  same  way. 

Mr.  FiNLEY.  I  mean  to  handle  the  deposits. 

Mr.  Teter.  I  can  not  see  how,  under  any  degree  of  safety,  these 
deposits  can  be  made  at  any  post-office  without  bemg  confirmed  back 
to  ^le  depositor  at  the  point  of  deposit.  The  auditmg  and  checkmg 
staff  of  such  a  system  as  that,  for  a  country  like  ou«,  would  require 
several  additions  to  our  government  buildmgs  m  Washmgton  That 
18  obvious,  because  if  only  100  accounts  are  opened  at  each  office 
and  there  are  50,000  offices,  that  means  5,000,000  accounts. 

I  should  be  very  glad  to  answer  other  quesrions  on  that  matter  of 
equipment  and  auditing,  but  I  will  hurry  on.  I  amnlv  wanted  t« 
call  the  thing  to  the  attention  of  the  committee. 

Mr.  FiNLEY.  In  banking,  about  what  is  the  percentage  of  clerical 
assistance  m  accountmg  for  the  busmess  generally  ?  That  would  give 
some  idea,  would  it  not,  taking  into  consideration  that  there  wiU  be 
duphcation,  if  there  is  any  or  to  be  any  ? 

Mi.  Tbtbr.  In  the  institutions  with  which  I  am  familiar  one  book- 
keeper can  handle  the  accounts  of  about  10,000  depositors  That 
is  sunply  the  bookkeeping  end,  because,  of  course,  in  the  hanks  we  dfx 
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not  have  these  various  forms  to  pass  back  and  forth.    I  presume  the 
duplicating  would  about  double  the  amount  of  work. 

The  Chairman.  You  are  speaking  only  of  savmgs  banks  now! 

Mr.  Teter.  Certainly.  ,  ,       ,      ,,  ^  * 

Mr.  FiNLEY.  And  the  bookkeeper  could  not  handle  the  accounts  of 

10,000  commercial  depositors?  •   ,  r 

Mr.TirrER.  Certainly  not;  I  was  speaking  entirely  of  savings 
accounts,  absolutely,  and  that  simply  is  the  matter  of  posting  the 
debits  and  credits  on  the  ledgers;  that  do^not  melude  any  ol  the 
correspondence  that  would  be  necessary.  Of  course,  if  it  would  be 
necessary  to  address  one  envelope  and  make  out  one  slip  in  connec- 
tion with  each  deposit,  it  woukl  practically  double  the  worts. 

Mr  FiNLEY.  Would  adding  100  per  cent  to  that— I  mean  to  the 
bookkeenine— cover  the  other  clerical  work  and  whatever  work  was 
necessa^  to^  be  done  at  each  end  of  the  hne-four  men  to  each 

^^iS?°TE™*Ti,  I  thmk  that  would  be  sufficient ;  but  I  am  assum- 
ing that  in  most  of  these  smaU  post^ffices  no  additional  help  would 
be  needed  if  the  present  help  is  competent.  Of  course,  that  is  another 
question  that  you  know  more  about  than  I  do;  but  the  question  was 
touched  upon;  I  think,  by  a  Member  of  Congress  this  mormng. 

gXner.  Right  ^at  this  point,  I  have  written  a  question 
whkh  I  would  like  to  have  you  answer.    The  chief  element  it  is 
sought  to  incorporate  into  our  banking  system  by  the  postal  savings- 
bail  bill  appears  to  be  safetv,  for  the  purpose  of  inspirmg  a  right- 
nlaced  confidence  in  the  pubUc,  to  bring  monej  out  of  hidmg  and 
Tforth    The  question  with  Which  the  comimttee  is  confronted  is 
how  to  accomplish  this  purpose  with  the  least  "^Jury  to  the  capaa^ 
of  the  mdividual  to  borrow,  to  general  business  and  *<> 
business.    Now,  assume  the  existence  of  a  bank  with  $100,000 
capital  and  $100,000  deposits.    Assume  the  postal  savings  banks 
are  created,  and  »20,000  deposits  are  drawn  out  and  put  into  the 
Ztarsa^Ags  banks    The  Wk  can  get  the  deposits  back,  so  to 
Leak   by  putting  up  $20,000  of  security  with  the  Government. 
Hof  much  additional  capital  would  this  require  for  the  bank  to  do 
an  equal  amount  of  business  as  before,  with  equal  safety,  Md  whjt 
effect  would  it  have  upon  the  bank's  ability  to  pay  interest  to  the 
de^sitor-thatis,thera^      interest-and  how  would  the  borrowmg 
ofLTi&pitv  of  the  patrons  of  the  bank  be  attecte.  I  i 

&T  X  answer  to  that  is  not  difficult,  m  my  indgment. 

The  ;eSon  of  depoate  to  the  extent  of  $20,000  would  limit  the 
loaning  ability  of  that  bank  just  to  the  extent  that  its  deposits  were 
reduced,  less  the  cash  reserve.  If  the  bank  is  W/^g^S  per  cent 
cash  reserve,  and  it  has  lost  a  $20  000  deposit  it  sho^dre^ce 
its  loans  at  least  $15,000,  and  in  practice  that  would  be  the 

Mr  Gardner.  To  get  the  deposit  back  it  must  take  from  its 
securities  $20,000  and  deposit  wit^  the  Government.  Whatever  it 
wouW  reduce  its  loans  represents,  m  the  other  portion  the  amount 
TfThe  ^ditional  capital  that  would  be  required  to  do  the  same 
business  with  safety  that  it  did  before? 

ATr  Teter  "Yes  • 
Mr'  Gardner.  Then,  does  it  follow  that  the  effect  of  obtaming 
money  in  that  way  from  the  postal  savings  banks  would  ^duce  the 
^ciency  of  the  bknking  facilities  in  proportion  to  the  amount  they 
twk  under  the  postal  sJvings-banka  regulations  about  three-fifths  ? 
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Mr.  Tetee.  As  I  understand  the  question,  there  can  be  no  very 
great  difference  between  deposit*  taken  from  the  Government  and 
those  originally  taken  from  individuals;  that  is,  so  far  as  our  reserves 
are  concerned.  Tlie  point  was  pretty  well  covered  yesterday  that  the 
single  deposit  from  the  Government  would  not  be  as  desirahle,  and 
possibly  not  as  stable  a  one,  as  the  numerous  ones  from  the  local 
*  citizens. 

Mr.  Gardner.  To  state  just  what  I  mean  ftom  the  other  angle  of 
t  the  problem,  to  assume  that  all  deposits  went  into  the  postal  s^ngs 
bank,  and  the  bank  had  to  get  them  back  by  putting  up  security  for 
them,  It  would  then  requu»  double  the  amount  of  capital  to  do  the 
same  busing  that  it  did  before  the  postal  savings  bank  took  the 
money,  would  it  not?  First,  the  capital  to  purchase  the  securities 
to  put  up  the  money;  second,  the  banking  laws  would  operate  upon 
the  deposit  just  the  same  as  though  it  had  come  in  to  the  bank  from 
the  depositor. 

Mr.  Teter.  It  certainly  would  if  it  would  have  to  go  oiftside  of  its 
own  securities  to  secure  the  suitable  securities  for  the  Government 

Mr  Gardnbe.  Outside  of  the  securities  which  it  held  as  security 
for  its  loans. 

Mr.  Tbtbb.  Precisely. 

Mr.  Ix>wi>i!N.  As  a  matter  of  fact,  ever^^  savings  bank  has  securi- 
ties of  the  kind  it  would  require  in  order  to  obtain  this  deposit  from 
the  Government.  It  would  not  have  to  go  out  ^d  buy  new 
securities.  , 

Mr.  Teter.  Well,  that  question  has  been  pretty  well  covered  in 
the  hearing  It  depends,  first,  of  couree,  upon  what  we  are  callinc^ 
savmgs  banks  m  our  discusaon.  You  understand  it  has  been  made 
pretty  clear  before  this  committee  that  whUe  there  are  perhaps  only 
twelve  or  thirteen  hundred  mutual  savings  banks,  which  some  people 
cail  savings  banks  only,  there  are  according  to  the  Monetary  Com- 
mission national  banks  in  the  United  States  that  are  taking  savings 
deposits.  1  say  that  a  large  number  of  those  18,000  banks  do^t 
h  ave  securities  of  the  kind  that  have  been  required  up  to  the  present 
tune  by  the  Government  as  security  for  government  deposits.  Of 
course  the  biU  does  not  provide  what  secunties  shall  be  requu-ed.  If 
m  the  judgment  <  f  the  final  drafters  of  the  bill  it  should  provide  that 
tot  mortgages  on  local  real  estate  should  be  accepted  as  security 
•  then  1  would  say  that  a  very  large  percentage  of  these  banks  have 
such  securities. 

Mr.  Gardner  You  are  now  speaking  of  state  savings  banks:  but 
national  banks  have  no  security  of  that  kind. 
^  FiNLEY.  They  often  hold  them  as  collateral  for  some  n  te. 

Mr.  Gabdheb.  That    a  practice  that  has  grown  up  with  us 

Mr.  LowDK!f.  It  is  expected  that  the  postal  savings  banks  would 
draw  from  the  savmgs  banks  of  the  country,  not  the  commercial 
banks,  not  the  national  banks,  is  it  not  ? 

Mr.  Teter.  Accordmg  to  the  last  report  of  the  comptroller  there 
are  considerably  over  2,000  of  the  6,800  national  banks  that  have 
savings  denartments.  The  Monetary  Commission's  report  shows  a 
number  of  banks,  particularly  west  of  the  Allegheny  Mountains,  that 
do  both  a  c(mimercial  and  a  savings  busmess. 

T  A  Le*  ^  inform  you,  Mr.  Lowden,  as  to  New  Jersey— 

1  do  not  know  about  any  of  the  other  States— we  have  a  savings-bank 
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law,  and  our  strcmg  Bataonal  banks  from  among  their  stockholders 
organized  a  trust  company,  and  it  takes  the  place  of  the  savings  bank. 

Ml .  LowDEN.  But  It  is  not  subject  to  the  national-bank  law. 

Mr.  Gardner.  No  ;  but  it  takes  the  place  of  the  savmgs  bank. 

Mr.  LowDEN.  That  is  true  of  Illinois.  It  is  true  of  the  First 
National  Bank.  Wherever  there  it  a  savings  department,  even  of  a 
national  bank/it  is  the  practice  for  that  savings  department  to  mvest 
in  first-class  secuiilies  of  one  kind  or  another,  such  as  fii-st-mortgage 
real  estate.  In  some  instances,  bonds,  mumapal  and  high-grade 
railroad  bonds;  they  do  that  sometimes,  do  they  not?  That  is,  the 
savings  department,  even  of  a  natkxnal  bank,  does  not  do  a  genial 
commercial  business,  does  it  ?  '  i      i    i.  * 

Mr.  Teter.  One  can  not  make  an  absolutely  general  reply  to  tnat. 
The  best  security  for  a  national  bank,  for  instance,  in  Kansas,  prob- 
aWv  is  chattel  loans.  That  banker  does  doubtless  loan  the  savmgs 
deposits  he  has  on  chattels.  The  national  banking  law  prohibits 
national  bunks  from  making  loans  on  real  estate.  I  understand 
there  is  a  bill  before  the  House  providing  for  segregating  the  savmgs 
deposits  of  savings  banks  and  investing  the  money  m  first  mortgages, 
and  so  on.  That  is  not  now  the  law.  That  is  one  of  the  thmgs  we 
hope  will  come  about  eventually.  ^  j 

inswering  another  angle  of  your  question,  Mr  Lowden,  m  our 
own  city  of  Chicago  there  are  no  mutual  savings  banks.  We  have 
about  $180,000,000  of  savings  which  are  m  the  capitalized  banks. 
A  number  of  them  do  a  commercial  savings  business,  as  i  thmk  you 

^I^anted  to  sav  one  word  in  refer^ee  to  tiie  western  banks  and 
their  loans.  There  was  a  good  deal  of  discussion  this  J»0"»ing  bef^ 
the  committee  in  reference  to  whether  western  banks  had  surplus 
money  they  were  loaning  in  the  East.  I  want  to  say  that  my  expe- 
riMice  and  the  best  evidence  I  am  able  to  procure  go  to  show  that  not 
over  20  per  cent  of  the  banks  west  of  the  Mississippi  ever  loan  money 
in  the  East;  and  those  that  do,  loan  it  a  while  m  the  summer,  ihe 
ones  in  the  larger  cities,  of  course,  have  accumulations  of  money 
but  the  banks  we  are  most  interested  m  m  this  hearing  are  the  smaU 
banks  in  the  rural  districts  which  at  no  time  have  the  money  to  spare 
to  send  it  into  the  financial  centers  of  the  country. 

The  point  has  been  made  several  times  that  the  reason  there  are 
no  morTsavings  deposits  in  the  West  than  in  the  East  is  because  of 
the  differencem  the  laws.  Now,  I  will  cite  simply  one  illustration 
to  disprove  that,  and  I  thmk  you  will  readily  see  the  difference. 

A  large  percentage  of  the  people  who  go  into  the  West  are  new 
people  with  limited  means.  PracticaUy  all  ^y  carry  with  them  m 
the  money  that  they  use  in  making  the  first  payment  on  land. 
Indeed,  Tknow  many  banks  in  the  Northwest  that  loan  money  to 
buv  teams  and  so  on,' for  the  purpose  of  the  first  year  s  plowing,  and 
so  forth.  It  is  obvious  that  a  new  people  do  not  become  accumu- 
latois  of  savings  in  savings  bwoks,  although  the  savmgs  m  the  West 

*^en  f^ntTo'cfccago  in  1892  the  total  floating  deposit  m  that 
city  with  a  population  at  that  time  of  a  milk<m  peopte,  Was 
$14,000,000.  It  now  has  a  population  double  that,  or  pernaps  » 
little  more,  and  our  savings  deposits  are  $180,000,000. 
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That  proves  to  my  satisfaction  that  there  is  more  idle  money,  more 
dofmant  money,  gomg  into  the  hands  of  liie  people  as  that  commu- 
nity gets  Meit,  Long  before  'Chicago  is  as  dd  as  New  York  I  fully 
^NCpeet  *o  see  ils  savings  deposits  equally  as  large.  And  long  before 
Iowa,  Nebraska,  Kansas,  and  Missouri  are  as  old  as  are  the  communi- 
ties of  New  England  I  should  expect  more  savings  deposits  there  than 
New  England,  because  the  natural  resources  from  which  these  people 
have  to  draw  are  greater. 

Mr.  Smmjl.  As  h  rule,  does  the  rural  population  deposit  as  savings 
less  than  those  engaged  m  other  indnsteies  t 
Mr.  T^mai.  Oh,  re^  mudi  less. 
Mr.  SnAlt..  To  wliat  -do  you  attribute  that  ? 

Mr.  Teter.  You  see  the  farmer  is  at  least  a  quasi  business  man. 
He  is  engaged  in  a  business;  he  issues  checks  to  pay  his  bills;  he  buys 
stock  and  implements ;  and  I  think  I  defined  it  in  my  first  expression — 
he  is  a  quasi  business  man. 

Mr.  Gabbnek.  He  wants  and  needs  credit  in  the  bank. 

Mr.  Tetee.  Yw^sn;;  tmd  idso  wants  to  use  i^iiecks. 

Mr.  Qjoaomstt.  savings  depositor  as  a  rule  is  a  man  who  does 
Bot  fteed  or  care  for  a  bank  credit  ? 

Mr.  Teter.  Precisely. 

Mr.  Small.  Is  it  due  in  your  opinion  in  any  degree  to  the  lack  of 
savings  deposits  in  any  way  arising  from  the  pursuit — the  fact  that 
his  savings  deposits  do  not  amount  to  as  much  as  those  in  otjier  indus- 
trial pursuits? 

Mr.  Teter.  I  feel  so,  most  decidedly.  In  the  first  place  tiie  average 
Htmer  going  mto  l^e  West  goes  in  as  an  investoi-  first  m  land,  on 
"miach  perhaps  he  owes  a  balance.  He  has  that  to  retire;  he  has  liis 
buildings  to  build,  his  farm  to  equip.  In  other  words,  his  farm 
becomes  his  savings  bank.  Then  as  he  has  money  accumulating  he 
may  use  that  in  his  checking  account  in  the  bank  to  trade  in  five  stock, 
and  so  on.  By  virtue  of  his  development  through  this  process  he 
becomes  an  active  buffliess  man  and  very  frequency  purchases  addi- 
tional land,  which  becomes,  in  turn,  his  savings  buik. 

We  hvm  seen  4^t  ovw  and  over  again  in  our  section.  The  farmers 
wno  have  made  considerate  fortunes  in  northern  Illinois  and  Iowa  are 
investing  their  surplus  money  in  lands  farther  west,  because  they  have 
seen  success,  and  it  is  a  business  they  know.    The  operatives  in  mills 

and  other  places  are  not  so  given  to  permanent  investments  of  that 

sort. 

The  Chairman.  If  we  were  going  to  estabhsh  postd  savings  banks 
in  a  limited  way  expenmentaHy,  we  had  better  commence  in  indus- 
trial comiauMties  Ttkhet  l^han  agricifltunil  x^mmunities. 

Hfr.  T«f«lt.  Mjp.  CSiahroan,  most  certainly.  As  I  told  this  com- 
mittee yesterday,  the  only  place  where  I  had  been  able  to  find  any 
particular  demand  for  postal  savings  banks  has  been  among  the 
foreign  population  or  the  sympatMzers  with  them  in  industrial 
communities. 

Mr.  Small.  I  lite  in  North  Carolina,  which  is  an  agricultdral  State, 
^d  in  «e«ie  respects  is  typical  of  the  oliier  Southern  StKtes,  whei» 
m  savings  •deMslls,  compared  soine  other  States,  are  com- 
paratively smaU.  I  have  been  of  the  opinion  that  that  condition 
was  due,  at  least  in  part,  to  the  lack  of  disposition  and  tendency, 
33994^10  U 
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and  that  was  brought  about  by  a  lack  of  education  on  the  part  of 
the  people;  that  it  was  not  due  to  any  great  extent  to  a  lack  of  con- 
fidence m  the  banks  which  existed  and  a  lack  of  banking  facilities. 
I  would  Uke  to  have  an  expression  of  your  opinion  as  to  whether  the 
savings  deposits  m  agricultural  States  of  the  West  are  larger  thaii 
they  are  in  the  agricultural  States  of  the  South;  and  if  so,  why? 

Mr.  Teter.  The  savings  deposits  in  the  agricultural  States  of  the 
West  are  laro:er  than  they  are  in  the  South.    I  do  not  think  it  is  so 
much  (hie  to  the  disposition  of  the  people  as  it  is  to  the  ecoaomic 
osition  of  the  two  sections  of  the  country.    The  Smith  now  is 
eveloping  very  rapidly,  and  new  banks  are  opening  much  more 
ranidly  m  the  last  five  years  than  they  did  in  fifteen  years  before. 
Mr.  Small.  Very  much  more.  # 

Mr.  Teter.  And  the  people  have  been  rebuilding;  they  have  been 
reorganizing. 

Of  course,  I  am  telling  something  you  know  better  than  I,  but  the 
capital  that  has  been  accumulated  is  going  back  to  make  bettw-  the 
capital  that  is  already  invested  in  farms  and  otherwise. 

In  the  West  the  return  from  the  fann  has  been  very  prompt.  I 
have  visited  many  farming  sections  where  the  letum  from  the  first 
year's  crop  has  been  a  very  large  return,  and  the  accimiulation  of 
money  has  been  more  rapid;  and  where  that  money  has  not  been 
invested  in  other  land  and  in  houses,  and  so  on,  it  has,  of  course, 
lodged  in  the  local  banks. 

On  that  question,  if  I  may  add  a  word,  is  it  particularly  important 
to  the  Anaerican  people  whether  its  citizens  have  money  in  savings 
banks  or  in  farms  and  homes  ?  This  country,  more  than  any  other 
country  in  the  world,  has  offered  opportunities  not  only  to  the 
farmers  but  to  the  workmen  to  own  their  own  places.  There  is 
evidence  on  every  hand  that  nobody  can  deny  that  there  is  more 
property  owned  per  capita  in  this  country  than  in  any  other  great 
country  of  the  world.  That  is  where,  to  a  very  large  extent,  the 
earnings  of  the  American  people. have  gone  since  the  founding  of  the 
Republic. 

It  is  a  very  pertinent  question  at  this  time  to  determine,  after  all, 
if  these  men  in  the  West  see  fit  to  first  buy  a  farm  and  pay  off  tihe 
mortgage  on  it,  and  after  a  while  build  a  good  house  on  it,  with  hot- 
water  heat,  as  I  have  seen,  and  then  go  and  buy  new  land — if  that  is 
not  as  satisfactory  as  savings  banks,  or  as  postal  savings  banks. 

Mr.  Smam..  For  example,  if  a  community  or  section  which  was  an 
active  industrial  or  farming  section,  where  it  was  occupied  by  an 
industrious  and  thrifty  farming  population,  the  mere  fact  that  they 
were  not  accumulating  their  savings  by  putting  t^em  in  a  savings 
bank  would  not  necessarily  meui  that  they  were  not  prosfiering  in  the 
best  sense. 

Mr.  Teteb.  Not  at  all 

Mr.  Small.  Of  course,  if  their  money  was  invested  in  the  improve- 
ment of  their  farms  and  in  the  introduction  of  more  inteUigent 
methods,  or  in  a  community  engaged  in  other  industrial  pursuits, 
such  as  manufacturing,  was  invested  in  betterments,  stiU  it  would 
be  no  indication  of  a  lack  of  prosperity  in  that  community  or  sectum; 
is  that  your  idea  ? 

Mr.  TETEB.  It  is;  that  is  my  ideiu  « 
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Mr.  Gardner.  That  is,  between  two  farmers  having  each  a  hundred 
dollars,  if  one  took  his  money  to  a  postal  savings  bank  and  the  other 
bought  an  additional  mare  and  raised  another  colt,  it  would  not 
show  in  the  banking  statistics  but  the  chances  are  the  latter  would 
be  really  the  more  successful  of  the  two;  would  he  not! 

Mr.  Teter.  That  is  my  judgment. 

Mr.  Small.  It  is  an  encouragement  of  the  spirit  of  saving  and  of 
^taMt,  rathw  than  the  question  of  how  he  invests  it,  which  makes  for 
Uie  prosperity  of  the  individual  and  of  the  community  or  section  ? 

Mr.  Teter.  Precisely;  and  there  never  has  been  anj- evidence  that 
tha  American  farmer  is  not  thrifty.  He  was  thrifty  before  the  postal 
savings  banks  were  ever  thought  of. 

Now,  gentlemen,  in  closing  I  simply  want  to  say  that  I  think  we 
have  all  come  to  the  point,  from  all  angles,  that  this  seems  to  be  more  of 
a  foreign-people  problem  than  anything  else,  and  we  must  admit 
that  it  is  considerable  of  a  proUem.  We  do  believe,  however,  that 
it  is  one  that  should  be  given  a  great  desk  of  consideration. 

The  statement  that  has  been  made  that  the  present  savings  banks 
do  not  provide  for  the  foreign  population  is  not  entirely  true.  Num- 
bers of  the  mutual  sa\angs  banks  in  New  York  have  interpreters. 
I  know  of  at  least  one  in  Pittsburg  that  does  that.  The  foreign 
population  that  comes  to  this  country,  that  lodges  principally  in  the 
East,  presents  a  very  ^reat  problem,  not  only  in  connection  with 
savings,  but  in  connection  with  employment  agencies,  colonization 
schemes,  steamboat  agenci^,  and  all  of  that.  Tlw  rather  ironical 
thing  about  it  is  that  these  men  are  robbed  more  often  by  their  own 
countrymen  than  by  anybody  else.  The  very  point  where  we  all 
admit  the  best  savings  faciUties  exist,  Manhattan  Island,  is  probably 
where  they  are  robbed  more  than  anywhere  else,  and,  as  I  say,  largely 
by  their  own  countrymen. 

I  believe  there  must  be  some  other  way  of  arriving  at  a  solution 
of  that  problem.  Down  on  the  Bowery,  in  New  York,  is  the  largest 
saying  bank  in  the  United  States,  the  Bowerv  Savii^  Bank.  The 
facilities  are  there,  yet  doubtless  within  a  few  blocte  of  that  very  insti- 
tution are  the  foreign  bankers  to  whom  reference  has  been  made. 

That  is  a  probliBm  that  I  believe  should  be  given  great  considera- 
tion. I  can  not  believe  that  this  Government  should  take  all  the 
burden  of  administering  this  tremendous  service  that  is  here  proposed, 
or  do  the  uneconomical  thing  of,  as  I  verily  believe,  blocking  the 
development  of  our  present  banking  system,  to  provide  for  that  very 
need,  because  the  need  will  not  be  satisfied  simply  with  that.  You 
will  have  to  go  into  the  whole  immigration  problem,  which,  as  you 
well  know,  is  tremendously  large. 

•  Bv  your  leave  I  want  to  ask  Mr.  Farnsworth,  who  is  the  secretary 
of  the  American  Bankers'  Association,  of  the  entire  association,  to 
say  just  a  word  about  the  constructive  work  that  our  association  is 
doing  in  the  way  of  laws  and  educational  work.  I  want  to  yield  to 
him  just  a  few  minutes  of  my  time. 

In  closing  I  simply  want  to  sa^  to  you  men  that  we  have  not  and 
nevest  have  had  any  representatires  in  Washington  to  annoy  you  in 
reference  to  this  problem.  We  are  all  unpaid  men  who  look  upon 
this  problem  from  a  professional  standi)oint.  We  are  glad  to  come 
here  at  j^our  request  and  will  come  again  any  time  you  want  us  to. 
We  beli^^ve  that  this  matter  should  have  your  careful  consideration. 


md  certainly  should  not  tWMb  ^Mto  l^iaiatioxi  mlAmib  ihe  jftotst 
ofyveliU  review,  either  by  yow  ooixms^tee;  mhif^  I  escpeet  ^is  too  ^usy 
to  do  it,  or  by  a  special  comnaission. 

I  look  upon  the  problem  as  being  very  nearly  as  important  as  the 
currency  probAem,  wiii.cji  is,  ifts  it  should,  receiving  i:areiui  cousider- 
ation. 

I  will  leave  with  your  secretary  the  address  of  our  secratAary.  We 
h»,Ye  m  &ommov»  umm^'ni  atfttiati^s  >imbb  mhidi  wehme  not  bored 
you.  Ihomr  or  any  ol  va,  tam  »t  y^  mtmrntA  st  amf  iaxm,  Hie 
thank  you  very  mmk.. 

Mr.  LowDEN.  Will  you  send  to  the  chairman  of  am  leeinmittee 
any  statistics  that  bear  on  this  proposition  ? 

Mr.  Teter.  Yes,  sir.  Permit  me  now  to  presieiit  Coionel  l?Arns- 
worth  foj;       a  hw  minutes. 

fmATmmt  of  ^ed  e.  farnswosth,  sECB£3:iAar  MtmoAX 

fiAtfXfiBS'  AfififlOiATIOl 

Mr.  Farnsworth.  Mr.  Chairman  and  gentlemen,  I  came  down 
here  not  with  the  expectation  of  saying  very  much  on  this  subject, 
but  as  the  representative  of  the  American  Bankers'  Association,  and 
as  one  of  its  executive  officers  I  would  like  to  outline  briefly  the 
scope  of  the  work  of  the  American  Bankers'  Association,  perhaps  m 
answer  to  the  charge  or  iiJM»  claim  which  is  made  so  oftea  thitt  bankras 
9mA  bantes'  aasodatiogw^  ai»  aelfi^  and  only  inteimtlfid  m  tAmr  43iwn 
work  and  in  their  own  bu^ess,  and  il^t  that  does  not  readb  heyond 
ihe  professional  banker. 

The  American  Bankers'  Association  was  organized  in  1875  for  the 
purpose  of  cooperating  and  assisting  in  the  bringing  about  of  specie 
payments.  The  association  did  a  large  amount  of  good  work  at  that 
time  and  from  that  time  on  in  connection  with  the  laws  ior  banking 
Mid  finance,  ajod  in  that  work  they  have  been  engaged  for  y^m  akioe. 

I  do  not  need  to  ree«^  the  loyalty  of       banian  of  the  ^ofWttojr 
during  the  ^ver  craze  in  1896^  the  agitation  of  16  to  1^  and  how 
the  bankers  of  the  country  generally  rallied  around  the  gold  standard^ 
regardless  of  their  politics.    That  is  well  known.  ' 

I  want  to  place  right  on  your  record  here  a  statement  made  by  Mr* 
,  Stafford  yesterday  regarding  the  action  of  the  American  Bankers' 
Association  at  its  convention  in  Chicago  regarding  the  segregation  of 
deposits.  The  work  of  our  association  is  dtvided  into  sections  and 
committees.  We  have  a  federal  legislatiTie  coB^niitee.  Thm  f eiksml 
legidatiYe  committee  made  a  report  at  Chicago  embodying  sevOTal 
points  of  general  interest  to  banking  and  finance,  and  among  other 
things  a  suggestion  as  to  the  segregation  of  savings  deposits  and 
amending  the  present  national  banking  act  so  that  that  might  be  made 
a  part  of  the  law.  This  came  as  a  suggestion  from  the  federal  legis- 
Jiatiye  committee.  Very  litU#  argument  ensued  on  that  question,  vnd 
it  was  finally  referred  to  our  currency  cmemiBwm.  It  was  net  turned 
down.  I  tluBk  &Biy  two  or  thnee  genHmnen  spoke  on  the  aufaiecty 
f>ne  opposed  toity  andlyfar.  Johnson^imowas^remfavorcrfit.  Itwas 
referred  to  the  currency  commission  for  future  action. 

The  trust-company  section,  the  savings-bank  section,  represented 
here,  the  American  Institute  of  Banking  section,  are  among  the  divi- 

mtm  ot  Skur  wjQ]:k.  The  two  iormer  aectionsi  the  truat-comitaoy  eeo- 


tion<  and  ^e*  savini^baak  seetien,  aare*  w4»riune  along  Hnea  of  what 

most  interests  that  particular  branch  of  banking.  The  American 
Institute  of  Banking  is  composed  of  11,500  bank  clerks.  The  particu- 
lar work  of  the  institute  is  the  education  of  the  young  men  in  the. 
banks.  There  ai*e  55  chapters.  The  Boys  get  together  frequently 
and  diseuas  banking  matters,  and  a  great  many  of  them  are  taking 
av  MksMitBosil  couwe.  Utal  we  tiunk  is  lov  we  genevai  benefit  of 
banks  and  banking. 

The  cuttwicy  commission,  whioh  was  organized  some  two  years 
ago,  took  up  the  question  of  asset  currency.  We  have  felt  sometimes 
that  the  agitation  of  asset  currency  and  the  educational  work  done 
by  the  American  Bankers'  Association  had  something  to  do  finally 
with  the  appointing  of  the  Monetary  Commission. 

Now^  in  our  standing  law  committee  and  in  oiur  ImII  of  lading 
coauiii4H«e  and  in  that  of  unifMm  hms  there  hmve  been  laws  pre- 
pared and*  ploeed  bafoff»  ikm  vmsimm  legishttures  of  the  country 
which  are  in  ti»  interest  of  the  business  community.  The  bill  of 
lading,  for  instance,  is  one  that  affects  the  commercial  pursuits  of 
the  nation  as  much  as  it  does  the  banks.  Uniform  warehouse 
receipts  is  another  measure,  as  is  the  negotiable  instrument  act, 
which  was  prepared  by  the  American  Bankers^  Association. 

You  gentlemen,  who  are  business  men  or  manufacturers  and  have 
oeeanon  to  do  hmm&av  m  vour  States  before  thia  law  was  «iacted^ 
and  put  intio^^  fbrce,  know  tnat  wtien  you  veei^Tied  s  pieee  of  paper 
you  never  knew  what  it  meant;  you  nev€r  knew  ^methior  it  was 
collectible  even. 

Mr.  LowDEN,  Those  two  questions  were  passed  on  by  the  Ameri- 
can Bar  Association. 

Mr.  Farnsworth.  Yes,  sir;  they  were.  The  American  Bankers' 
Association  has  been  working  on  uniform  laws  in  connection  with  the 
AmMieira  Bar  Associatiim  for  years.  Th^  is  a  measure  which 
dfivM^iy  affects  the  intererts  of  the  badness  men  of  the  country  in 
tl^r  commercial  pursuits  as  it  does  the  bankers. 

Then  during  the  last  session  there  were  some  six  or  seven  bills 
prepared  by  the  legal  department.  Among  others  there  was  a  law 
prepared  to  regulate  or  to  punish  those  making  false  statements. 
That  apphed  to  the  banks  and  also  applies  to  business  houses  and 
business  cmieaim  that  have  oeeanon'  to^  talce  stati^eiita  from  thm 
customffls. 

I  want  to  say  only  a  word  about  our  detective  department^  because 

we  look  upon  that  as  being  to  a- certain  extent  a  benefit  to  aH  of  the 
various  departments.  Their  work  is  the  apprehension  and  conviction 
of  criminals,  those  who  by  fraud  and  by  forgery  are  practicing  upon 
the  banks  and  hotels  and  business  concerns  of  the  country — the 
professional  criminal.  We  spent  in  the  last  year  $52,000  in  that  work. 
While  we  may  take  those  men  up  coming  through  a  bank,  at  the  same 
time  aa  a  role,  the  loss  does  not  ndl  on  tra»  bank,  but  peihaps  on  s^e 
budness  concern  that  has  depositlMl  a  c^ech  with  the  baaife  As  you^ 
are  aware  (and  that  is  one  of  the  points  I  think  has  not  been  taken  up 
here  or  suggested)  a  large  amount  of  depredation  in  this  country  is 
by  yeggmen  on  post-offices.  I  think  in  New  York  State  in  the  last 
three  or  four  months  there  has  been  some  24  of  those  yeggmen 
operating  on  banks.  We  are  after  those  men  at  the  banks,  and  the 
more  of  them  we  put  out  of  the  way  the*  kea  theie  are  to  depiedate 
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on  post-offices.    I  think  we  placed  behind  the  bars  last  year  some 
100  criminals  of  various  kinds,  and  some  were  for  long  terms. 

That  is  perhaps  one  of  the  dangers,  I  think,  in  the  establishment 
of  postal  savings  baaks,  namely,  the  opportunity  it  is  going  to  give 
this  class  of  yeggmen  who  infest  this  country  and  who  are  continuaJlly 
preying  on  oanks,  and  more  particularly  on  post-offices,  because  as 
a  rule  a  country  post-office  has  very  httle  security.  They  may  have 
a  small  safe,  w  Iiich  it  is  very  easy  to  operate. 

Listening  to  the  witnesses  here  and  the  ciuestions  which  have  been 
propounded  has  brought  up  a  great  many  points  concerning  which, 
if  I  had  the  time  and  vou  had  the  time,  I  think  I  could  talk  two  hours 
relative  to  the  complications  which  it  seems  to  me  will  arise  by  the 
estabhshment  of  the  postal  savings-bank  plan.  Of  course  none  of  us 
know  at  the  present  time  just  what  will  be  brought  out  in  the  way  of 
details  by  the  Postmaster-General  for  the  handling  of  these  post-offices. 
The  gentleman  from  New  Jersey  asked  a  question  yesterday  in-regard 
to  these  small  savings  banks,  the  banks  passed  around  to  families, 
and  so  forth.  There  it  seems  to  me  is  a  point  that,  covers  some  ques- 
tions that  have  been  asked  about  what  there  is  by  way  of  induce- 
ment to  have  the  children  and  perhaps  the  ladies  make  these  deposits. 

For  some  six,  seven,  or  eight  years  there  have  been  concerns  which 
have  been  maMng  a  small  savings  bank,  in  some  cases  so  small  that 
it  can  be  carried  m  tJie  vest  pocket  and  will  hold  dimes.  Those  banks 
have  been  distributed  throughout  the  West  quite  generally  in  cities 
of  fair  size.  They  are  generally  promoted  by  concerns  that  make  the 
bank.  Thev  g^o  into  a  community  to  a  bank  and  say  if  they  will  buy 
so  many  ])anks  the  manufacturers  will  place  them  throughout  the 
community,  the  savings  to  be  ]daced  in  these  small  banks,  and  the 
deposits  put  in  the  banking  institution.  That  has  been  pretty  gen- 
eral throughout  the  West.  Those  banks  are  used  quite  largely  by 
school  children.  I  know  in  Michigan,  in  some  communities  there, 
they  have  been  taken  up  by  the  schools.  The  teachers  have  interested 
tho'niselves  in  the  savings  of  the  children;  they  have  made  up  depoats 
and  those  (le])()sits  placed  in  banks.  These  banks  also  are  placed 
very  often  with  latlies.  In  that  way  there  are  a  great  many  of  these 
banks  in  operation. 

Then  there  is  the  question  of  branch  banks. 

Mr.  Gardnkb.  Could  you  speak  of  the  effect  of  that  work  1 

Mr.  Farnswobth.  The  effect  of  it  ? 

Mr.  Gasdner.  Yes. 

Mr.  Farnsworth.  Well,  I  know  

The  Chairman.  Just  a  moment.  I  have  promised  to  give  Pro- 
fessor Sprague,  of  Harvard  University,  an  opporttinity  to  be  heard 
this  afternoon.  He  has  to  leave ior  Boston  on  the  half  past  5  o'clock 
train.  I  want  to  suggest,  therefore,  that  you  avoid  anything  that 
does  not  bear  directly  on  the  subject. 

Mr.  Farnswobth.  That  was  my  intention.  You  mean  directly 
on  the  subject  of  postal  savings  bu^. 

The  Chairman.  Yes. 

Mr.  Farnsworth.  I  understand  that,  and  I  will  withdraw—— 
The  Chairman.  I  do  not  wish  to  Stop  you.    We  would  be  very 
glad  to  hear  you,  but  I  want  to  keep  my  agreement  with  Professor 
Sprague,  and  therefore  I  would  like  to  have  what  you  have  to  say 
bear  d&ieetly  on  this  question. 
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Mr  Farnsworth.  AU  that  I  have  to  say  is  right  directly  on  this 
auestion  of  postal  savings  banks.    In  answer  to  your  question,  Mr 
SaTdner,  I  Kow  in  myown  <aty,  the  city  of  Detroit  there  are  a 
la?ge  number  of  those  tanks  out,  and  that  it  mcreased  deposite  ^ 
quite  an  extent  in  a  smaU  way  in  the  banks  that  used  these  smaU 

banks,  where  they  were  placed  out.  u-     t        ol>«ii+  *^ 

Then  there  is  the  question  of  branch  banks  which  I  was  about  to 
mention  in  connection  with  that,  in  living  the  people  what  they  re- 
quire in  the  way  of  accommodations  for  the  making  of  their  deposits. 
2dSe  city  of  New  York  there  is  one  bank  that  has  20  branch  banks 
distributed  idl  over  Manhattan. 

Mr.  Lloyd.  That  is  not  a  national  bank. 

Mr.  Farnsworth.  No ;  that  is  the  Com  Exchange  Bank.  National 

banks  can  not  do  anything  of  that  kind  a,t  aJL  ^- 

There  is  one  other  point  in  this  connection  I  think  bears  durectly  on 
this.  There  has  been  quite  a  little  said  here  about  the  amount  of 
money  that  might  be  in  stockings  and  in  stovepipes,  and  so  forth, 
throughout  to  country.  No  one  can  tell  anythmg  about  that. 
There  is  only  one  point  1  would  like  to  call  attention  to  in  this  con- 
nection We  can  not  compare  the  United  States  with  Great  Britain 
or  Canada  or  any  other  countryinthe world,  As  far  as  my  observation 
and  experience  has  gone  with  the  workmg  classy  m  the  city  of 
Detroit;  and  for  six  years  I  was  city  assessor  there,  the  dass  of  pecmle 
who  come  there,  the  Poles  and  foreign  element  not  very  long  after 
thek  arrival  wiU  start  to  accumulate.  That  accumulation  means  the 
bwying  of  a  lot  and  the  building  of  a  home.  Those  small  homes  will 
be  foSid  all  over  our  city,  and  I  think  to  quite  an  extent  that  applies 
throughout  the  country.  That  money  mstead  of  being  secreted  and 
sent  home  is  used  very  largely  to  build  home^  for  these  people. 

There  is  only  one  other  question  about  which  I  wiU  perhaps  say  any- 
thing now  and  that  was  brought  up  this  morning  bv  Mr.  For<^ey. 
It  seems  his  remark  in  regard  to  eliminating  fourt>-class  post-oflM^ 
knocks  the  prop  out  from  under  what  this  proposition  was  mtended 
to  be,  and  that  is  to  give  the  people  in  the  smaller  communities  J)ank-. 
ing  opportunities  wfich  they  do  not  now  have.  But  he^raised  that 
question  of  the  illiteracy,  perhaps,  of  the  postmasters^  There  is  one 
3f  the  difficulties  the  Government  is  goi^  to  find.  I  have  with  me 
here  a  postal  card,  which  is  a  brief  one  from  a  North  Carohna  to^, 
which  perhaps  illustrates  to  a  certam  eirtent  the  class  of  men  who 
sometimes  hold  positions  as  postmasters  throughout  the  country.  It 
is  very  poorly  worded  and  most  of  the  words  are  spelled  wrong. 
The  Chairman.  I  would  not  go  into  that.  ,  y    'ii   i  t 

Mr.  Farnswobth.  There  is  one  other  point,  and  I  will  close,  i 
understand  there  is  now- before  Congress,  in  the  hands  of  yom  com- 
mittee, a  new  biU  for  the  reorgamzation  of  the  Post-Offace  Depart- 
ment. It  seems  to  me  that  is  one  of  the  strongest  pomts  as  an  objec- 
tion to  the  plan  of  postal  savings-bank  deposits  at  the  present  time. 
If  we  are  to  believe  what  we  read  in  the  newspapers  sometimes  the 
Post-Office  Department  is  one  of  the  departments  that  seems  le^ 
able  to  handle  the  vast  business  which  is  under  its  control  than  any 
of  the  other  departments.  I  understand  this  Pr«P?«^^\b^\\fJ,^/^?f, 
ganize  that  department  and  place  it  m  the  position  to  handle  this 
business  as  the  business  of  the  country  is  handled,  m  a  business  way 
by  large  corporations  and  others. 


I/>wiXKSC.  WhM  would  you  say  as.  to  the  probcd^Mliligr  of  the 
passage  of  this  postal sa¥ii^sr4>aiik  hm  hawi^Uitkmmk.}!^  m^ftlA^pt 

to  establish  a  central  bank? 

Mr.  Fahnsworth.  My  own  idea  has  been  from  the  beginning  that 
all  of  these  questions,  the  postal  savings-bank  question  and  all  ques- 
tions of  that  kind,  should  be  held  over  until  after  the  Monetary  Com- 
uupsion  makes  its  report,  to  see  what  will  coio^  out  of  that.  It  seems 
to  im  that  thftn  Congress  wiU  be  in  a  better  poaiUMii  ti»r  juc^e^  of  the 
necessity  for  postal  savings 
difference  as  to  what  woiud  be  d(m&. 

Mr.  LowDEN.  Do  you  not  think  the  passage  of  this  poe^al  3a^Hbg»- 
bank  bill  would  be  logically  followed  by  the  passage  of  a  law  for  the 
establishment  of  a  central  bank? 

Mr.  Fabnswokth.  Not  xifitcossacil^.   I  ikmk^yW' 

aXAXSXSSX  OF  SON.  KARTIN  B.  MADDEN,  A  BISmWmTATmSi 

BBOMl  ™»  8XAXS.  CV  \TLT,T|gQl<L 

Mr.  Madden.  I  came  here  to  say,  Mr.  Chairman  and  genUftfnen  of 

the  committee,  that  I  am  in  favor  of  the  fundamental  principle 
involved  in  the  postal  savings-bank  bill:  not  in  favor  of  any  spe- 
cial wording  in  any  bill,  although  I  have  introduced  a  bill.  I  realize 
that  no  bill  introduced  would  probably  cover  all  of  the  exigencies 
that  might  arise  in  tha  operation  of  a  bank  established  by  the  Gov- 
ernment to  be  run  tbrou^  tt»  PoatrQil^  De]>artment  without  very 
careful  consideration  and  study,  and  mj  hope  is  that  ¥^n»  tbia  aom^ 
mittee  gets  t]m)ugh  with  the  consid^ation  of  tjie  questkm  thai  it 
will  be  able  to  report  a  bill  that  will  cover  all  ih/B  needs  of  the  case. 
The  principal  reason  which  permits  me  to  favor  the  establishment  of 
postal  savings  banks  in  this  country  is  that  from  the  best  informa- 
tion I  can  obtain,  although,  of  course,  it  is  not  certain  information, 
there  is  in  existence  in  the  neigj|fcbochood  q£  $A^QyOQ(y)OOr  0£  $500,- 
000,000  of  hidden  money. 

The  Chaiwman.  Whera^da  3;»u.g9t  wy thing  to  basa  tbat  simtmamt 
upon  f 

Mr.  Madden.  I  base  it  upon  conditions  which  I'know  exist  in  cer- 
tain localities:  but  I  have  assumed  on  the  basis  of  certain  conditions 
in  other  localities  in  the  country  that  it  would  produce  like  results. 

The  Chairman.  Do  you  mean. hidden  niPn<^  tiiat  is  being, carried, 
by  people  in  their  pockets  ? 

Mr.  Madden.  No^  I  mean  money  stowed  away.  and.  hidden  under 
bed  springs,  in  stovepipes,  and  in  boot  legs,  paper  wrappeis>  and  all 
that;  and  I  base  the  statement  that  I  ni{£e,  asl  say,  not  oa  a soien- 
tific  investigation,  but  I  will  give  you  one  example. 

I  have  a  large  number  of  men  employed,  and  a  town  in  which  a 
good  many  of  my  men  are  employed  is  about  25  miles  from  Chicago. 
_  The  majority  of' the  men  that  we  have  in  that  town  now  are  Poles, 
'  not  of  the  first  generation,  but  about  of  the  third  generation  of  Poles 
in  thi9  country.  We  gjya  each  man  who  ia.  employed  bv  us  and  has 
a  family  a  sufficient  iojnount  of  ground  upon  which  to  build  a  litJble, 
house,  and  we  charge  him  no  rent  for  the  ground.  raises  his  own 
vegetables  and  keeps  chickens  and  pigs  and  everything  else  that  h» 
may  need  to  help  to  make  his  family  comfortable.  There  is  a  large 
Polish  CathoUc  Church  there,  to  which  most  of  these  people  go. 
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Attached  to  this  church  is  a  large  parochial  school,  having  accom- 
modafriwy  for  I  doik't  knew  htm  many  hundred  children.  Some 
y««cs  aao<  thia-  sehooi  was  a  f rantm  b«iMing.  It  burned  down;  tham 
was  nomsucanee  upon  it,  aad. tlkb^ ol  tb» dutrek  was  anxious 
to  erect  a  new  school,  so  he  came  to  me  and  waated  t»  kaam  ifi  I 
would  assist  him.  I  told  him  I  would.  I  suggested  that  he  put  up 
a  fireproof  structure,  and  I  furnished  him  the  material  with  which  to 
erect  a  new  building  and  did  not  charge  him  anything  for  it.  But  he 
said  that  in  a<:ldition  to  what  I  had  given  him  he  would  require  about 

^'  |10,000y  and  k»  did  not  kmm  whasa  he  eould  get  it.  I  suggested  to 
hiiBrthaiihA  aBB0iio<M»»t)Oi^hifr«e]^egatii»i  e»  the  next  Sabbath  day 
during  the  aarvieea  l&at  h*  wanted  ti»  b«imi  (lO^OOfi^  or  more;  that 
he  wanted  to  pay  a  small  rate  of  interest  on  it,  and  ti^at  h»  would  he 

g  glad  to  borrow  that  money  from  his  parishionOTs;  that,  in  fact,  he-would 
prefer  to  borrow  it  from*^  them;  and  that  if  any  of  his  parishionerst 
had  any  money  that  they  wished  to  loan  for  the  purpose  oi  completing 
tbJfr.8chool,  if  they  would  come  in  on  Monday  some  time  at  the  parish 
house  and  state  tkai^  hia  would  be  glad.  He  made  the  announcement 
thai  I  bad  sufflpsM^  and  bafora  M)-  o'eloek  an  Monday  morning 
$50,000-  caiaa  m  wrapped-  up-  ini  rapt^  aad  pap^  and  stoekisgs  ami 
things  like  that  from  Jus  people,  T^-wero  not  suppoaaA  to  li«f«  any 

money.  •     i  • 

The  Chairman.  Just  a  moment.    Is  there  a  bank  in  the  unme- 

diate  locality  ? 

Mr.. IMUliEUBN.  There  was  no  bank  in  the  town  except  a  small  state 
bank  with  a  capital  of  $25,000,  and  I  want  to  say  thai  nobody  had 
any  confidence  in  it;  that  I  hadn't.  We  had  arrangements  made 
withrthie  bacdc  to  pay  our.  pay  wiHa,  which  amoiiAted  to  a  very  lar^e 
mm  every  month,  biit  we  never  deposited  the  money  in  the  bank  m 
adNran^  of  making  checks. 

The  Chairman.  How  far  was  it  to  the  nearest  bank  in  whidi  a 
person  might  put  money  with  reasonable  confidence? 

Mr.  Madden.  Twenty-five  miles  to  Chicago. 

MoWf  B^y  experience  is  this:  I  have  been  associated  with  working- 
men  aU  my  life.  With  the  fore^  element,  man^  of  the  working 
people  of  this  cowitry  do  not  dei>osit  theis  moa^  in  banks.  And  I 
do  not  care  how  good  the  bank  is,  how  much  oonfifknee  the  com- 
munity generally  has  in  it,  a  good  many  of  the  foreign  population 

Q        don't  save  their  money  because  of  the  fact  that  they  don't  deposit. 

The  Chairman.  You  would  not  include  mutual  savings  banks  in 
that  limitation,  would  you  ? 

Mr.  Madden.  No;  and  I  am  gomg  to  come  to  that.  I  think  m  cer- 
tain sectians  of  the  country  whM*e  mutual  savings  banks  do  exist  that 

*  facilities  are  afforded  which  aie  not  in  existence  in  other  sections  of 
the  country.  But  I  wish  to  sa^,  evon  in  connection  with  the  mutual 
savings  bank,  that  it  does  not  inspire  the  same  degree  of  oonfidencO' 
that  an  opportunity  to  deposit  in  a  federal  postal  savings  bank  would. 
It  does  not  encourage  the  hope  in  the  mind  of  the  depositor  that  his 
money  will  be  there  when  he  wants  it  to  the  extent  that  the  estab- 
lishment of  the  postal  savings  bank  would.  It  is  not  always  a  ques- 
tion of .  the  aamount  of  interest  which  is  sought  to  be  obtained.  It  is 
the  queslitm  of  lie  known  ability  to  meet  the  obligation— pay  the 
prmcipal  when  it  is  called  for— 4hat  meets  the  minds  of  the  depositors 
that  we  seek  to  get  which  makes  the  postal  savings  buik  neceeaary. 
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If  we  had  had  in  circulation  during  the  1907  pank  anything  like  the 
amount  of  money  which  I  think  is  hidden  away,  we  would  not  ha^e 

had  any  panic;  most  people  agree  to  that.  If  this  money  had  been 
in  the  postal  savings  banks  of  the  country  there  would  have  been  no 
run  upon  those  banks. 

The  post-office  is  doing  a  postal  savings-bank  business  now  to  a 
Umited  extent,  it  is  true.  And  it  is  doing  a  postal  savings-bank  busi- 
ness on  a  basis  that  is  detrimental  to  the  best  interests  oi  the  business 
of  the  country,  because  the  money  which  it  takes  (m  deposit  as  a  result 
of  the  issuance  of  post-office  money  orders  to  people  who  come  to 
buy  them,  and  who  believe  that  when  they  get  them  they  have  some- 
thing in  the  shape  of  security  for  their  money,  is  being  tied  up,  and 
and  that  sort  of  business  ought  not  to  obtain.  So  that  if  a  large  ele- 
ment of  the  population  of  the  country  insists  upon  buying  money 
orders,  paying  tne  price  which  the  Government  charges  for  them  be- 
lieving that  they  have  security  for  their  money  when  deposited  with 
the  Post-Office  Department,  is  there  any  reason  why  this  money 
when  deposited  there  should  not  go  into  circulation?  On  the  con- 
trary, there  is  every  reason  why  the  post-office  authorities  should  not 
issue  money  orders  as  they  do  to-day  and  hold  the  money.  I  don't 
know  how  much  of  this  money  they  do  hold,  and  I  don't  know  that 
the  Government  knows  how  much  it  amounts  to. 

Mr.  Smith.  They  do  not  lend  any  of  it  ? 

Mr.  Madden.  What  do  they  do  with  it  ? 

Mr.  Smith.  Put  it  in  the  bank.   Every  postmaster  banks  his 
money  at  night,  does  he  not? 
Mr.  Madden.  I  don't  know. 

Mr.  Stafford.  They  are  not  required  to  deposit  it  only  in  large 
cities. 

Mr.  Madden.  We  have  many  post-offices  where  they  have  no 
banks. 

Mr.  Smith.  But  not  where  they  are  buying  very  large  money 
orders? 

Mr.  Maddsn.  Oh,  yes ;  we  have  lots  of  postmasters  in  fourth-class 
post-offices  where  they  have  no  banks. 

Mr.  Smith.  But  they  do  not  allow  the  postmaster  to  carry  very 
large  amounts  of  money. 

Mr.  Maddex.  For  instance,  in  the  town  of  Lemont  they  have  5,000 
people.  There  is  no  bank  there  excepting  a  $2.5,000  capital  bank. 
Then,  there  is  the  town  of  Lockport,  in  which  there  are  a  large  num- 
ber of  men  employed,  8  miles  away  from  Lemont.  There  is  no  bank 
there  excepting  one  with  $25,000  capital,  and  nobody  wants  to 
deposit  money  m  that  kmd  of  a  bank,  because  they  haven't  e&siMewse 
in  them. 

The  Chairman.  You  don't  mean  to  imply  that  a  bank  of  $25,000 
capital,  or  even  of  .$10,000  capital,  mav  not  be  sound  and  responsible  ? 

Mr.  Maddex.  I  mean  that  a  bank  of  $10,000  capital  or  $25,000 
capital  under  certain  conditions  has  not  a  sufficient  amount  of  money 
to  employ  the  kind  of  men  that  should  be  employed  to  conduct  the 
buduess  in  the  maimer  in  which  it  should  be  conducted.  Men  of 
experience  can  not  be  employed  and  paid  by  banks  having  a  capital 
of  that  size.  And  you  can  not  successfully  conduct  the  business  of 
a  bank  without  having  men  of  experience. 
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The  CJhairman.  What  I  wanted  to  call  your  attention  to  is  that 
you  are  making  a  pretty  severe  stricture  upon  a  large  number  of 
banks  throughout  the  country  distncts  which,  generaUy  speaking, 
seem  to  be  well  managed,  and  among  which  there  is  not  an  unusual 

or  abnormal  number  of  failures.  ,   .  t  i. 

Mr.  Madden.  I  am  making  a  statement  based  upon  wlMw;  i  nave 

seen.  ,     ,  ^ 

Mr.  SMrra.  Just  one  bank? 

Mr.  Madden.  Oh,  no.  ,     ,      •    •  i 

Mr  Smith.  Would  it  be  your  idea,  then,  that  the  deposits  m  the 
post-office  at  this  pomt  that  you  speak  of  should  not  go  mto  the  local 
bank,  nor  should  post-office  funds  be  depoated  m  any  bank  wbem 

the  capital  is  $25,000,  or  less ?  ,      .  , 

Mr.  Madden.  If  the  bank  is  not  sound,  if  it  has  not  the  securities 
to  give  the  Government  to  guarantee  that  the  money  will  be  on  hand 
to  be  paid  when  due,  then  I  say  that  it  certainly  ought  not  to  go  there. 

Mr.  Smith.  Generally  speaking,  then,  you  would  favor  passmg  that 

money  on  to  Uree  city  banks  ?  ^  ^i.  .l  •     u  * 

Mr.  MADDiar.  Whether  I  would  favor  that  or  not,  that  is  what 

would  happen,  because  money  will  always  go  to  where  it  can  be  t^ed. 

Mr.  Smith.  I  would  not  put  it  m  the  possession  of  these  banks  where 
there  wouid  be  danger  of  loss.  ,       i  • 

Mr.  Madden.  I  assume  that  the  Government  will  see  that  there  is 
no  money  placed  in  banks  where  there  is  not  sufficient  security. 

Mr.  Smith.  But  you  do  not  assume  that  the  Federal  Government 
will  undertake  to  exanune  into  the  status  of  state  banks,  do  you  i 

Mr.  Madden.  I  assume  that  the  Fedwal  Govomment  will  examine 
the  status  of  the  security  which  it  will  require  to  guarantee  the  pay- 
ment of  the  money  placed  on  deposit.    It  does  not  inal»  mveh  am&t- 

ence  what  kind  of  a  bank  it  is.  •      ,    -o     -j    i.  x 

Mr.  Fassett.  Could  not  the  Government  require  the  President  to 
deposit  m  state  banks,  and  that  state  bank  submit  itself  to  government 

inspection?  .  ,    ox  x  • 

Mr.  Madi^n.  Of  course,  but  the  inspection  made  by  the  btate  is 

just  as  good  as  that  made  bv  the  Federal  Government. 
Mr.  FASsnyrr.  That  might  be,  and  yet  wouldn't  you  think  that  the 

man  who  has  depodted  the  money  ought  to  have  control  of  the 

inspection  ? 

Mr.  Madden.  If  the  man  who  was  depositing  the  money  was  depos- 
iting all  the  monev  • 

Mr.  Fassett.  But  he  would  be,  would  he  not  ?  He  would  be  depos- 
iting all  the  monev  that  would  be  deposited. 

Mr.  Madden.  The  GovemmMit  ©ould  insist  upon  national  as  well 
as  state  examination,  of  course.  i  •  i- 

Mr.  Smith.  Suppose  ike  state  examination  of  a  state  bank  indi- 
cated that  it  was  sound,  and  that  it  ought  to  contmue,  but  if  tto  Fed- 
eral Government  made  an  examination,  and  the  examiner  said  that 
it  was  not  sound,  and  ought  to  liquidate,  then  what  would  you  do? 

Mr.  Madden.  Then  you  would  have  to  compromise,  hke  you  do 
sometimes. 

Mr.  Gabdhbb.  Speaking  of  little  banks,  we  reduced  the  necessary 
capital  for  national  banks  some  years  ago  to  $25,000,  which  it  seems 
has  been  a  beneficial  thing,  because  they  have  sprung  up  all  over  the 
country.    Now,  if  we  assume  that  their  deposits,  or  a  large  part  of 


ikmD^  are  disMm  owfc  and  g;o  into^  Huv  peatal  aa^ings  bai^,  mnd  thsy 
can  get  them  back  by  puttmg  up  security  for  tdiem,  it  is  all  right  to 
say  that  that  money  ought  not  to  go  into  the  bank  that  the  bank 
could  not  give  security  for,  but  it  takes  that  much  of  its  capital  to 
make  that  kind  of  security,  and  will  it  not  require  almost  twice  the 
capital  of  one  of  these  Uttle  banks  to  do  th©  same  amount  of  business 
with  equal  safety  that  was  done  b^coe^  andmmt  that  not  in  the  «Mi 
affect  tne  rates  of  interest  9 
Mr.  Maddbn.  I  am  not  prepared  to  agree  witk  tbsraasumptieii  of  the 

fentl^an,  I  don't  assume*  that  any  person  who  hits  teamed  the 
abit  of  making  deposits  in  a  bank,  and  taking  his  chances  on  the 
security  which  the  bank  affords  for  liis  deposit,  will  withdraw  from 
the  policy  which  he  has  been  pursuing  in  the  past.  What  I  do  assume 
is  that  in  addition  to  all  of  the  money  which  the  bank  has  thereto- 
fore been  able  to  gf^  bsomihB  sunounding  depositors,  it  will  get  the 
additional  deposited  made  in  their  pmAtAr  mwmg^^  baafe  Iqr  hsvinft  i4 
deposited  tbexe'  tibrough  thA  ^b^vvnuaMtt. 

So  that  instead  of  requirh^  more  capital,  as  tiie  gentleman  sug- 
gests, oa  account  of  having  to  buy  securities  to  meet  the  conditions 
that  arise,  there  will  be  more  money  in  the  bank  than  there  ever  was 
before,  if  the  conditions  in  the  localitv  in  which  the  bank  is  located 
are  such  as  to  justify  the  retention  of  the  money  in  the  bank  in  that 
locality  instead  of  sending  it  to  some  place  wh^  they  need^  money. 
The  farmers  aU  wer  the  United  States  to^-di^  axe  fidb^  and'  they 
denosit  theiar  money  in  ^  l^eal  ImbAei^ 
Mi.  Gabdn^r.  May  I  dispute  you'  as  to  one  case  ?  " 
Mr.  Madden.  Well,  of  course,  I  mean  farmers;  I  do  not  mean 
agriculturists.  They  deposit  their  money  in  the  local  banks,  and 
thev  do  not  borrow  money  any  more,  and  so  the  result  is  that  this 
mone}^  goes  to  the  centers  where  it  is  needed  and  can  be  used. 

But  in  addition  to  the  acconmiodation  which  you  give  to  the 
people  and  the  security  wliieii  the  establi^iuent  of  tJrase  l^ks  wouidi 
afford,  you  are  creating  a  new  class  of  enterprise  among  the-  ditiMui 
of  the  United  States.  You  are  encouraging  in  them  the  habit  of 
thrift  and  frugality.  You  are  interesting  them  in  the  Goyernment 
of  the  Ignited  States;  you  are  making  them  more  watchful  of  their 
Representatiyes;  you  are  making  them  take  an  interest  in  the  things 
that  are  being  done  because  they  are  interested  in  a  monetary  sense; 
you  are  encouraging  them  to  learn  the  habit  of  saving  and  utilizing 
and  investing  money.  I  suggested  in  the  bill  which  I  introduced 
that  $300  should  be  tha  hmit  whii^  couldr  be  deposited  hy  any  one 
person  in  any  one  year,  and  that  $1,000  should  be  ihe  totied  limit  <^ 
deposits  by  any  one  person  upon  which  interest  should  be  paid,  and 
my  thought  was  when  that  clause  was  put  into  the  bill  that  when  a 
man  had  learned  to  handle  money  and  place  it  under  somebody  else's 
control,  that  of  the  Government,  if  you  please,  after  he  had  been 
doing  that  thing  for  a  given  length  of  time,  he  would  have  learned  the 
habit  of  handling  the  money  himself,  and  that  when  he  had  $1,000 
he  would  kxMw  how  to  inTee^  it  so  that  he  cocdd  draw  in^wrest  omit. 

Mr.  Staffobd.  In  that  particular,  may  I  draw  your  attention  to 
numerous  cas^  where  persons,  after  they  have  accumulated  SI, 000, 
have  not  acquired  the  ways  of  making  private  investments,  but  pre- 
ferred to  have  their  moneys  deposited  in  saving^^  banks,  drawing  a 
small  rate  of  interests  . 
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Mr.  Mai>iw».  Oh,  there  may  be  numerous  cases  

Mr.  BxAwmSB.  is  Uieee  any  €«a8on,  from  a  governmental  stand- 
point, why,  when  peofte  have  luiMb  in  excess  of  $1,000,  they  should 
not  be  permitted  to4^sit4heitt,ae4liat  they  caa%e4i«im<Nitlr9m 

hiding  and  utilized  in  the  avenues  of  commereel 

Mr.  Madden.  I  do  not  suppose  there  is  any  serious  objection  to 
that.  Personally,  I  would  not  object  to  it.  My  thought  was,  in 
making  the  limit,  that  we  would  encourage  the  person  who  had  the 
deposit  to  learn  some  method  of  investing  his  own  money. 

Mr.  Stabv0BI>.  Your  provision  does  not  limit  th/^  ajxM>unt? 

Mr.  MJMStaK.  It  limits  the  amount  which  may  draw  interest. 

be  deported;  itonlyteits^lie  aiMmnt  ^atmagr  foed^^ 

one  year  ? 

Mr.  Madden.  It  cuts  off  all  interest  except  on  SI, 000.  But  all  of 
these  bills  must  necessarily  be  more  or  less  suggestions.  Xobody 
em  assume  to  work  out  the  whole  story.  Nobody  will  assuine  to 
vmk  it  out.  It  will  be  worked  out  after  consultation,  aft^r  inves- 
tigatiiB^  after  deliberation,  md  the  hope  is  that  the  men  who  ave 
interested  in  ^  work  ei  eoBflultiiig,  demieratii^/aiid  inrntigating 
will  reach  a  eonchi^on  timt  iifll  laiify  sttfasf aotory  i»  4lie  people 
of  the  country.  But  the  one  thing  in  wWch  tfeeTank  and  file -of  this 
country  are  interested  more  than  any  one  other  thino; — and  I  speak 
from  experience;  that  is,  from  my  contact  with  the  rank  and  file  of 
the  people — is  that  an  opportunity  may  be  afforded  them,  through  the 
estaDhshment  ol  the  p(^tal  sayings-^ank  4iystem,  to  find  a  safe  place 
ki  w^ch  to  diqMsit  Jtneir  earnings  4tnd  savings;  and  I  may  state  that 
when  t^im  was  sobm  agitalaon  al»ut  a  fmt  ago  as  to  ike  poeeifbility 
of  ihe  eoiisiteation  <n  «  vostd  savingflMbaiic  ioH  i  mfke  to  30,000 
peoi>le  a  letter,  in  which  I  gave  a  synopsis  of  the  iifll  <Msh  I  kad 
mtroduced. 

I  stated  that  the  post-office  sayings-bank  bill  proposed  would  allow 
married  women  to  open  accounts;  that  deposits  of  SI  and  upward 
could  be  made;  that  a  rate  of  intel'est  amounting  to  2  per  cent  would 
be  paid;  and  no  interest  should  be  paid  tdtei  Sl^OOO  was  deposked, 
and  so  on.  i  adrad  the  opinion  of  every  person  to  whom  T  wrote  as 
to  wJhat  they  thoi^t  shmdd  be  dwoe,  and  i  noeived  back  mei 
21 ,000  letters  in  reply  to  the  30,000  I  sent  out,  and  there  was  onfy^ 
one  letter  in  the  whole  lot  in  which  the  writer  objected  to  the  estal>- 
lishment  of  the  postal  savings  bank,  and  every  other  letter  was 
enthusiastically  for  it. 

Mr.  Bell.-  What  was  the  class  of  people  you  wrote  to  ? 

Mr.  Madden.  I  wrote  to  all  the  people  in  my  district,  without 
re^tfd  to  <dnas;  I  did  not  try  to  select  oiaaKS.  I  know  the  bankers 
are  af^ainst  the  proposition^  and  i  ii^reae&t  that  district  in  which 
ihem  are  more  oankers  thnan  in  any  o^ther  m  tbe  United  States, 
except,  perhaps,  some  district  in  the  city  of  New  York.  AH 
bankers  in  the  city  of  Chicago  are  in  the  district  I  represent.  I  am 
a  banker  myself — I  do  not  know  much  about  it,  but  I  am  interested 
in  it — and  I  am  for  the  post-office  savings  bank,  because,  regardless 
of  what  my  personal  interest  as  a  banker  might  be,  I  think  I  oi^t 
to  do  sometung  foi  ^e  people  of  my  coimtiy  and  I  think  tbia  is  a 
way  to  giv»  iSem  wiiaet  fhej  ought  to  hwm;  «Hd  idwtlier,  w  « 
^M^er,  I  would  feel  that  it  iirai  going  to  be  an  injuiy     tne  m  My 


190 


POSTAL  SAVINGS  BANK 


baakiiig  business  to  have  a  postal  savings-bank  system  established 
or  not,  I  woi^  still  favor  the  ^taUishment  of  a  postal  savings-bank 
system,  because  I  believe  that  its  establishment  will  be  one  of  the 

greatest  things  that  can  be  done  for  the  people  who  need  things 
one  for  them  in  tliis  country. 

The  Chairman.  Do  not  the  bankers  object  to  this  legislation  on 
the  ground  that  it  is  the  least  economical  way  of  conducting  the  bus- 
iness that  can  be  worked  out,  rather  than  because  it  may  have  some 
effect  on  their  business,  pro  or  con  ?  |  • 

Mr.  Madden.  I  never  heard  any  special  reason  given  why  they 
objected;  but  I  know  they  object  to  it.  I  never  got  into  any  con- 
troversy with  any  of  them  about  it.  I  know  that  me  people  who  are 
associated  with  me  in  the  bank  that  I  hold  an  interest  in  are  opposed 
to  the  postal  savings-bank  bill,  but  I  think  they  are  making  a  mistake.  •  ,> 
I  think  that  in  the  end  the  establishment  of  the  postal  savings  bank 
will  not  only  be  better  for  the  people  at  large,  but  will  be  better  for 
tlie  bankers.  There  will  be  more  money  in  circulation  and  less  money 
in  hiding;  there  wall  be  more  s&iaatajeiMm.  on  the  part  of  the  people  and 
more  happiness  in  homes;  more  people  who  have  l^tmed  the  habit  of 
saving  and  frugality,  and  more  who  will  have  opportunities  to  know 
for  a  certainty  that  whatever  money  they  do  save  wiQ  be  in  a  place  of 
safe- keeping,  so  that  it  can  be  withdrawn  at  a  time  in  the  declining 
years  of  their  lives  when  they  most  need  it;  and  I  have  seen  so  many 
of  them  who  have  made  deposits  in  banks  here,  there,  and  everywhere, 
and  have  learned  the  habit  of  saving,  and  have  lost  their  all  by  the 
failure  of  a  bank  and  have  become  wrecks  because  of  the  distress 
which  that  brought  upon  them,  and  have  never  attempted  again  to 
recuperate  the  habit  of  saving.  And  now,  if  we  can  start  a  funda- 
mental proposition  that  will  be  certain  in  its  results  and  will  give  the 
people  the  assurance  that  when  they  deposit  their  money  they  will  be 
able  to  get  it  when  they  want  it,  we  have  done  something,  in  my 
judgment,  for  humanity. 

The  Chairman.  Are  there  any  special  features  of  the  bill  which  you 
have  introduced,  which  you  want  to  call  to  the  attention  of  the  com- 
mittee, other  than  those  you  have  mentioned  ? 

Mr.  Maihien.  No;  I  just  want  to  call  the  attention  of  the  com- 
mittee to  my  fundamental  interest  in  the  propoMtio^  and  I  assume 
that  the  gentlemen  sitting  around  this  table  have  sufficient  integrity 
and  sufficient  intelligence  and  sufficient  patriotism  to  draft  a  bill,  if  \ 
thev  are  in  favor  of  a  bill  at  all,  to  meet  the  case  which  has  to  be  met. 

The  Chairman.  Have  you  any  comment  to  make  on  the  suggestions 
as  to  limit  of  the  numbior  of  post-oihces  in  which  these  banks  are  to  be 

established?  . 

Mr.  Madden.  I  would  rather  think  that  a  conservative  method  of  ^• 
procedure  should  be  adopted  at  the  bc^gLmiing,  and  that  no  post-office 
should  be  used  as  a  savings  bank  untu  such  fa<»lities  are  supplied  to 

the  post-office  as  would  justify  the  Government  in  believing  that  it  had 
ample  means  of  protecting  whatever  money  was  deposited  there. 

Mr.  Hamer.  Do  you  think  that  would  result  in  confining  the 
handling  of  postal  savings-bank  deposits  to  the  towns  only  having 
banks  ? 

Mr.  Maj^bk.  No,  I  think  not.  What  I  mean  by  that,  Mr.  Hamer, 
Is  that  if  a  post-office  was  estaUisbed  off  in  the  woods,  forty  or  fifty 
miles  away  Irom  a  town,  it  would  not  be  safe  to  depcMsit  money  there 
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until  the  facilities  had  been  afTorded  for  the  protection  of  the  money 
deposited.  But  as  a  matter  of  fact  the  greatest  amount  of  monev 
that  you  will  find  hidden  away  will  be  in  the  small  towns.  It  will 
not  be  on  farms.  Most  people  on  the  farms  use  their  money  buying 
cattle  or  developing  new  agricultural  sd^emes,  or  putting  up  fences, 
or  new  buildings,  or  something  of  that  sort,  or  buyiag  «a  additional 
farm. 

Mr.  Gardner,  of  New  Jersey.  I  think  we  ought  to  call  your  atten- 
tion to  the  fact  that  an  eminent  gentleman  from  Georgia  was  here 
before  the  committee  representing  the  Farmers'  Union,  who  stated 
that  as  to  the  South  it  was  on  the  farms  that  the  money  was  hidden 
away;  that  it  was  in  considerable  sums;  that  it  was  becoming  to  be 
known;  smd  his  pathetic  plea  for  postal  savings  banks  was  that  they 
would  establish  these  postal  savings  banks  out  in  the  country,  and 
that  that  would  take  away  the  inducement  for  murder  and  robbery 
and  arson  that  were  now  practiced  to  try  to  get  possession  of  that 
hidden  money  on  the  farms  in  the  South. 

Mr.  Madden.  Of  course,  what  I  say  is  only  an  opinion.  What  he 
says  is  probably  eoually  so.  But  I  am  sure  as  to  the  small  to%vns 
where  men  are  employed  in  large  numbers,  that  there  is  money  which 
is  not  deposited  and  which  would  find  its  way  into  postal  savings 
banks  if  they  were  establi^ed. 

Mr.  Hamer.  The  property  facilities  for  carmg  for  these  deposits 
in  the  smaller  post-offices  would  contemplate  a  burglar-proof  sue. 

Mr.  Madden.  They  probably  have  that  now. 

Mr,  Hamer.  The  Fost-Office  Department  does  not  furnish  those 
safes. 

Mr.  Madden.  Who  does  ? 

Mi.  Hames.  The  •postmaster  furnishes  the  safe  himself,  if  he  has 
one. 

Mr.  Madden.  What  does  he  do  in  case  he  does  not  have  it  9 

Mr.  Hamer.  He  is  responsible  for  the  money  without  any  par^ 

ticular  method  of  safeguarding  it. 

Mr.  Madden.  You  do  not  find  any  of  them  refusing  to  take  the  job. 

Mr.  Hamer.  There  are  some  of  them  that  do.  That  was  just  the 
point  I  was  trying  to  make.  If  you  limit  those  deposits  to  those 
places  having  facilities  for  taking  care  of  the  deposits  you  are  sub- 
stantially limiting  them  to  post-offices  in  towns  where  there  are 
banks. 

Mr.  Madden.  Well,  assume  that  you  do.  My  contention,  then,  is 
that  the  money  which  goes  into  the  post-office  savings  bank  wUl  not 
go  into  the  other  bank  under  any  circumstances  except  the  circum- 
stances which  will  be  created  by  the  establishment  of  the  postal 
savings  bank. 

Mr.  Hamer.  Yes;  but  my  question  was  in  line  with  your  sugges- 
tion, that  until  this  matter  passes  the  experimental  stage  the  post- 
offices  permitted  to  accept  deposits  should  be  limited  to  the  more 
important  offices,  or  to  the  offices  havii^  proper  facilities  for  safely 
taking  care  of  the  money. 

Mr.  Madden.  Let  me  put  it  this  way,  that  they  ought  to  be  limited 
to  the  post-offices  that  are  within  the  bounds  of  civmzation.  When 
I  say  that,  I  do  not  mean  that  there  are  any  uncivilized  places  in  the 
-United  State^  but  that  it  sj^^ould  be  where  the  post-office  is  easy  of 
access.     •  ■ 
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Mr.  tLoBBL  ThAt  would  Mt  »help  tke  «ecurity  of  money,  \ 

the  postmaflter  w  a  jnaftM  tMm hen  m^t  *be  Tight  in  w  

of  orilizMfeiony  but  if  »he  had  no  safe  in  which  to  keep  his  money  he 
would  notliave  the  facilities  for  taking  care  of  it.  And  it  strikes  me 
that  under  that  theory  the  only  post-office  that  would  have  the  nec- 
essary facilities  for  taking  care  of  the  money  would  be  a  post-office 
in  a  town  where  there  was  a  bank  and  when  the  postmaster  accepted 
-tile  deposit  in  the  post-office  savings  bank  he  could  immwiifttely  step 
over  to  the  baiik  and  depodt  k  thero  lor  safo-feo^iii^,  -so  fair  as  ins 
iBdm^iiai  fo^cmsibihty  is  <KHMienaod. 

Mr.  Madbbv.  I  4o  iw*  «9s»»e  ^  he  ail  vn^e.  I  am  only  telKng 
you  what  I  think,  and  nobody  else  fnay  think  like  I  do,  but  still  that 
does  not  interfere  with  my  thinking  that  way. 

Mr.  Hamer.  No;  I  was  only  trying  to  get  your  idea. 

Mr.  Madden.  Well,  I  gave  my  idea;  and  I  still  think  that  the  post- 
office  bank  will  be  a  beneficial  thing  for  the  American  people,  and  1 
will  be  glad  if  any  gentleman  has  any  ques^ofis  to  answer  ^^n. 

Mr.  OABDHOt^  «f  New^^lwsey.  Beally^  as  a.2»Betacal  quei^on — this 
is  not  ihBGary,  it  is  practice — we  ha??e  got  to  make  these  money-order 
oiffioes  postal  savings  banks  or  not.  If  we  do  not,  the  people  in  the 
rural  districts  of  this  country,  who  are  agitating  this  bill^  will  be 
disappointed. 

Mr.  Madden,  I  think  every  money*ord^  office  should  be  a  postid 
savings  bank. 

Mr.  Gardner,  of  N&w  JesBBj.  How  mmy  tilousaiids  df  ikosb  are 


there— 60,eOO« 
Mr*  Madden.  I  have  not  any  idea. 

Mr.  Gardner,  of  New  Jersey.  Say  70,000;  and  they  are  in  the 
rural  districts.  Now,  they  are  to  be  made  nostal  savings  banks;  the 
money  is  to  go  into  them.  The  matter  of  taking  care  of  it  is  a  practi- 
cal question.  There  are  very  considerable  towns,  even  in  the  papu- 
lous East,  that  are  many  nales  from  a  bank,  and  the  Oovemment 
must  provide  a  burglar-proof  safe  there,  of  an  ^xpensiye  kmd,  or  it 
Must  take  the  re^omibihty  and  the  nsk  <ft  \em,  or  it  must  pert  it 
onto  the  postmast^.  The  rospenstbihty  is  scnnewhere^  fcnd  it  is  a 
big  question  and  a  practical  one. 

Mr.  Madden.  That  is  one  of  the  questions  that  you  gentlemen 
who  are  on  this  committee  will  be  called  upon  to  solve,  and  I  ^ould 
be  very  glad,  indeed,  if  I  could  help  you  to  solve  it. 

Mr.  Gardnbr,  of  New  Jersey.  If  we  are  to  have  a  messenger  each 
day  from  every  one  of  these  moneyK>rder  offices  to  some  haaik  in 
town  to  take  the  money,  the  expense  looms  up  as  an  enormotis  item. 

questions. 

Mr.  Gardner,  of  New  Jersey.  I  am  through. 

Mr.  Bell.  Is  it  your  judgment  that  the  positive  guarantee  of  safe 
repayment  of  the  money  to  the  depositor  by  the  Government  is  the 
thing  which  will  appeal  to  the  people  most,  m  a  postal  savings  bank  ? 

Mr.  Madden.  I  do  not  understand  that  the  Government  is  makhi^ 
any  guarantee  at  all,  but  what  I  trndostend  is  that  the  itfth  of  the 
{leople  in  the  ability  of  the  Gk^^nvimeHt  to  pay  is  the  Hiing  whitSi  wfll 
jgbtOMJt  the  deposits  tvom  tlie  people. 

Mr.  Bell.  Whether  you  call  it  a  guarantee  or  not,  do  you  not  get 
the  same  result  ? 


19a 


'  Mr.  Madden.  I  wmt  to  put  it  just  exactly  tiiie  way  I  put  it. 

Mr.  Bell.  Well,  you  and  I  are  not  going  to  get  into  any  contro- 
versy over  this. 

Mr.  Madden.  No. 

Mr.  Bell.  As  a  concrete  proposition  this  would  be  true  under  any 
postal  savings-bank  system  that  may  be  established,  that  there  would 
fcardly  be  a  oare  possibility  but  what  all  depositors  would  have  their 
money  repaid,  if  the  Govemment  had  to  come  down  and  appropriate 
the  money  to  do  it  ? 

Mr.  Madden,  I  suppose,  of  course,  that  is  a  fundamental  proposi- 
tion. 

Mr.  Bell,  That  is  a  fundamental  truth,  is  it  not? 

Mr.  Madden.  Yes;  you  can  not  get  away  from  that. 

Mr.  Bell.  So  that  it  would  be  the  guarantee  or  the  integrity  of  the 
Government  behind  the  deposit  that  would  ^ve  the  people  faith  in  it  ? 

Mr.  M^DBN.  It  is  the  power  of  the  Government  to  meet  the  obli^ 
gation  which  would  encourage  the  people  to  hope  that  they  would  be 
able  to  get  their  money. 

Mr.  Bell.  You  seem  to  have  given  this  considerable  thought. 
What  would  be  your  judgment  if  a  postal  savings-bank  system  was 
put  in  force,  say,  in  all  money-order  post-offices  in  this  country,  as 
to  the  volume  of  the  deposits  that  would  occur  annually  i  Have 
you  any  idea  on  that  subject  ? 

Mr.  Madden.  I  have  not  an  idea.    That  would  be  a  guess,  anyway. 

Mr.  Bell.  Have  you  any  guess  on  it  ? 

Mr.  Madden.  I  think  the  first  year  would  bring  out  most  of  the 

money  that  is  in  hiding.  If  it  did,  and  my  figures  estimate  the 
volume  of  that  to  be  about  $400,000,000,  that  is  what  it  would 
amount  to. 

Mr.  Bell.  Then  would  it  not  be  your  judgment  that  from  year 
to  year  it  would  go  on  increasing  ? 

Mr.  Madden.  I  do  not  think  it  would  ^  I  think  you  would  have 
larger  deposits  the  first  year  than  you  ever  would  have  in  any  other 

one  year. 

Mr.  Bell.  Now,  taking  the  wealth  of  the  country,  the  wealth  of  our 
Government,  the  population  of  our  country,  as  compared  to  other 
countries,  say  France  and  Germany,  that  have  postal  savings  banks, 
and  comparing  our  wealth  and  population  with  their  wealth  and  popu- 
lation, and  then  taking  into  consideration — this  is  a  hypothetical 
question — ^the  amount  of  deposits  in  those  countries,  and  comparing 
tnat  with  the  conditkms  in  this  country,  do  you  not  bdieve  that  the 
amount  of  deposits  in  postal  savings  banks  in  this  country  would  be 
enormous  ? 

Mr.  Madden.  Yes;  of  course  it  would  be  enormous;  there  is  no 
doubt  about  it,  and  I  think  the  more  enormous  it  is  the  better  it  will 
be  for  the  people.  When  I  say  ^^the  people''  I  mean  those  people 
who  are  fttrnggpng  for  a  liyelihood^  and  for  whom  the  peo{)le  in  power, 
no  matter  wao  t£e^  may  be,  should  have  a  care*  I  think  there  is 
somethhi^  more  in  ufe  thain  mere  money,  and  if  we  can  encourage  the 
people  who  are  struggling  for  existence  and  help  thjem  to  a  better 
condition  of  things  by  the  establishment  of  a  postal  savings-bank 
system  or  by  the  establishment  of  any  other  system,  we  ought  to  do  it. 
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Mr.  Bell.  Have  you  any  fear  on  the  proposition  that  the  postal 
savings  bank  would  have  a  tendency  to  withdraw  money  from  that 
big  western  country  of  yours  out  there  and  put  it  in  the  large  monej 
centers  of  the  United  States  ? 

Mr.  Maddsn.  My  belief  is  this,  that  it  does  not  make  any  differ- 
ence what  proviso  you  would  make  in  this  bill  about  where  thei  money 
shall  be  deposited,'  the  money  will  go  to  the  place  where  it  is  needed, 
when  it  is  needed,  just  as  it  does  now.  If  a  depositor  puts  his  money 
in  the  postal  savings  bank,  whether  it  is  $100  or  $500  or  $1,000,  he 
will  never  think  about  where  that  money  is  going  after  he  makes  the 
deposit.  If  you  put  your  money  in  a  bank  you  do  not  think  where 
it  IS  going  after  you  ma^  the  deposit,  but  the  fact  is  that  it  finds  the 
place  where  the  money  is  needed,  and  you  can  not  stop  it»  , 

Mr.  Bell.  That  is  right. 

Mr.  Hamer.  Do  you  draw  from  that  view  the  conclusion  that  the 

deposits  in  the  postal  savings  banks,  if  this  legislatipn  was  enacted, 
would  iinally  gravitate  to  the  city  ? 

Mr.  Madden.  They  will  gravitate  to  wheiever  the  money  is 

needed. 

Mr.  Hamee.  Is  not  that  the  city  ? 

Mr.  Madden.  It  is  wherever  the  business  requiromeato  caU  fw 
money,  whether  it  is  the  city  or  the  countnr. 
Mr.  Bell.  Do  you  entertain  any  fears  about  the  provisions  in  the 

Senate  bill   .  ,    o         i.  -n 

Mr.  Madden.  I  do  not  know  the  provisions  ol  the  Senate  bill. 
Mr.  Bell.  Just  a.  moment,  now.    Do  you  entertain  any  fears 

about  the  provisions  of  the  Senate  bill  which  provide  that  under 

exigencies  the  President  may  transfer  the  deposits  ? 
Mr.  Madden.  I  do  not  think  I  would  give  the  President  any  power 

to  transfer  wiy  deposits  under  any  circumstances,  mt,  ^rm  in  case 

of  war. 

Mr.  Bell.  You  do  not  take  kindly  to  that  propositiim ? 

Mr.  Madden.  No,  sir;  I  would  not  do  it.    I  do  not  say  that  I  would 

not  vote  for  it. 

Mr.  Bell.  You  are  here  to  help  us  this  morning. 

Mr.  Madden.  I  say  that  if  I  was  doing  it;  if  I  had  carte  blanche, 
which  I  have  not,  I  would  not  do  it.    I  do  not  think  that  the  President 
ought  to  be  given  any  power  in  this  bill  to  transfer  any  BMomj  except 
by  direction  of  Congress,  wbether  it  be  postal  saviii9M>M« 
or  any  other  money. 

Mr.  Bell.  I  think  you  are  quite  right  on  that,  Mr.  Madd^. 

The  Chairman.  Are  there  any  more  questions? 

Mr.  Bell.  That  is  all  I  have  to  ask,  Mr.  Chairman. 

Mr.  Stafford.  Mr.  Chairman,  I  wish  to  offer,  for  submission  in  the 
Moord,  a  letter  that  I  received  a  couple  of  days  ago  from  the  former 
superintendent  of  savings  banks  in  Canada,  Mr.  David  Matheson,  who 
appeared  before  the  suTOommittee  on  the  postal  savings  ba&k  in  the 
last  Congress.  He  wishes  to  diAngto  an  importanl  aaewer 
gave  in  response  to  a  query  that  I  propounded  to  hka  with  fiegard  t« 
the  cost  of  administration  of  savings  funds  in  the  postal  savins 
depositories  in  Canada.  Briefly,  he  then  stated  that  the  cost  was  siX- 
tenths  of  1  pr  cent,  whereas  in  this  letter  he  wishes  to  correct  that 
and  to  say  that  his  error  was  based  on  the  assumption  that  they  were 
paying  3^  per  cent,  and  that  he  did  not  wish  to  convey  the  idea  that 
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it  was  that  amount,  but  merely  fifteen-hundredtlw  of  1  per  cent  of  the 

total.  I  ask  to  have  that  letter  incorporated  in  the  record,  as  he 
requests. 

The  Chairman.  If  there  is  no  objection,  the  letter  will  be  incor- 
porated. 

The  letter  referred  to  is  here  printed  in  the  record  as  follows: 

340  Faibfax  Avenub,  Nobsolk,  Va., 

Marth  17, 1910. 

Dear  Sib:  I  see  that  the  postal  savings-bank  question  is  now  before  liie  House  of 
KepresentativeB  and  tiie  "  hesnng ' '  going  on  before  the  committee.  When  I  was  before 
your  committee  on  the  16th  of  February  of  last  year  you  asked  me  what  the  cost  of 
the  Canadian  system  was,  and  I  answered  (see  page  71  of  the  committee's  report), 
13.65.  My  reply  should  have  been  $3.15.  I  did  not  notice  my  enror  until  my  atten- 
ti<m  was  called  to  it  by  Mr.  Harrington,  my  successor  in  the  management  of  the  savings 
bank  branch  of  the  post-office  department  at  Ottawa.  I  had,  owing  to  my  now  some- 
what defective  memory,  quite  forgotten  that  the  calculation  ($3.65)  which  I  quoted 
was  the  one  made  when  our  interest  rate  was  3^  per  cent  and  before  it  was  lowered  to 
the  present  figure — 3  per  cent.  Should  this  matter  of  cost  come  up  again,  I  should 
esteem  it  a  great  kindness  on  your  part  if  you  would  put  the  c(»nmittee  ii|^t  on  this 
point  for  me.   I  do  not  wish  anything  I  aaid  to  mislead. 

It  does  look  now  as  ii  Congress  would  establish  the  postal  savings  bank  in  this 
country.  May  I  ask  you  whether  my  name  could  be  put  on  the  distribution  list  for 
a  copy,  day  by  day,  of  the  hearings  before  your  committee  on  the  sa^^ngs  bank  case? 
I  can  not  go  up  to  Washington  myself,  and  therefore  I  am  taking  the  liberty  of  making 
this  double  imposition  on  your  kiodnees.  I  have  atiil  a  very  pleasant  recollection 
of  our  brief  talk  of  last  year. 

Very  sincerely,  yours,  David  Matcheson. 

Hon.  W.  H.  Staitokd,  M.  C, 

Washington,  D.  C.  ^ 

The  Chairman.  I  have  here  a  communication,  written  from  Pitts- 
burg by  a  man  I  do  not  know,  but  who  asks  to  be  heard  in  this  way 
before  the  committee.  This  is  an  ai^ument  against  a  postal  savings- 
bank  l»ll,  and  it  seems  of  sudh  a  character  that  I  think  it  would  be 
proper  to  include  it  in  the  record.  I  will  so  include  it,  if  there  "is  no 
objection. 

Mr.  Stafford.  May  I  ask  whether  the  chairman  has  had  requests 
from  many  persons  requesting  a  hearing  in  favor  of  the  proposition  of 
the  establishment  of  postal  savings  depositories  ? 

The  Chairman.  All  persons  who  have  requested  a  hearing  have  been 
heard. 

(At  1.30  o'clock  p.  m.  the  committee  adjourned.) 


